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Chronology 


June  1987 


March  1988 


June  1988 


December  1988 


Massachusetts  tax  revenues  increase  by  8.3%  over  FY86,  exceeding  the 
statutory  growth  limit  and  prompting  a  credit  for  all  taxpayers  in  the 
Commonwealth. 

FY88  tax  revenue  collections  are  6.8%  ahead  of  FY87  collections  for  the  same 
period. 

Collections  for  the  last  three  months  of  FY88  fall  far  short  of  projections. 
While  projected  to  exceed  FY87  collections  by  7.4%  for  the  year,  actual 
collections  for  FY88  are  only  2. 1%  above  FY87  levels. 

Projected  tax  revenues  for  FY89  are  revised  from  10.9%  to  7.2%  above 
FY88. 


May  1989 

June  1989 

June  1989 
July  1989 
July  1989 

October  1989 


Standard  &  Poor's  lowers  Massachusetts'  credit  rating  from  AA+  to  AA,  only 
the  second  change  in  its  rating  since  1984,  and  its  first  downgrade  for 
Massachusetts  since  May  1980. 

Actual  growth  in  tax  revenues  for  FY89  is  6.5%  above  FY88,  $323  million 
less  than  expected,  resulting  in  a  budget  deficit  for  the  third  consecutive  year. 
The  Legislature  agrees  to  a  1 5%  tax  increase  for  1 8  months. 

Standard  and  Poor's  lowers  Massachusetts'  credit  rating  from  AA  to  AA-. 

FY90  budget  approved,  spending  is  based  on  7%  growth  in  taxes. 

Standard  &  Poor's  lowers  Massachusetts'  credit  rating  two  grades  from  AA- 
to  A  despite  Gov.  Dukakis'  veto  of  $491  million  from  the  FY90  budget.  Of 
the  50  states,  only  Louisiana  has  a  lower  rating. 

FY90  deficit  of  $500  million  is  projected.  Legislature  votes  down  additional 
tax  increases. 


November  1989    Moody's  Investors  Service  drops  its  credit  rating  for  Massachusetts  from  A  to 
Baal,  the  lowest  rating  in  the  nation. 

January  1990        Gov.  Dukakis  introduces  a  current  services  budget  for  FY91  which  calls  for 
$1.4  billion  in  new  taxes. 


March  1990         Moody's,  citing  the  slowing  economy  and  legislative  inaction,  lowers  the  credit 
rating  from  Baal  to  Baa,  now  lower  than  Louisiana,  and  only  one  level  above 
junk  bond  status. 

June  1990  FY90  ends  with  a  3.4%  decrease  in  tax  revenues  from  FY89.  The  budget 

shortfall  of  $1.3  billion  wipes  out  cash  reserves  as  fears  of  bankruptcy  and 
receivership  mount. 
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July  1990 


Legislature  agrees  to  a  $1.2  billion  tax  hike. 


September  1990    Gov.  Dukakis  goes  to  the  bond  market  to  borrow  $1 .4  billion  in  order  to 
cover  the  FY90  operating  deficit. 

November  1990     William  Weld  elected  governor. 

January  1991        Gov.  Weld  is  inaugurated,  and  faces  a  deficit  of  $850  million  for  FY91,  and 
one  of  $1.8  billion  for  FY92. 


March  1991 
June  1991 

July  1991 

June  1992 

June  1992 

September  1992 
June  1993 

January  1994 

June  1994 
November  1994 
June  1995 


The  Legislature  approves  most  of  the  Weld/Cellucci  Fiscal  Recovery  Plan  for 
FY91. 

The  FY92  budget  is  approved  on  time,  and  with  no  new  taxes  or  debt,  but 
with  spending  reductions  so  deep  that  total  expenditures  are  budgeted  to  be 
less  than  the  total  for  FY91 . 

The  Weld  Administration's  $489  million  "gooney  bird"  —  a  Medicaid 
reimbursement  —  ensures  fiscal  balance  for  FY91 .  The  operating  deficit  for 
the  year  is  only  $21  million,  small  enough  to  be  covered  by  cash  reserves. 

An  extremely  conservative  revenue  projection  that  prompted  dramatic  cuts  to 
local  aid  and  social  programs  results  in  a  $3 12  million  operating  surplus  for 

FY92. 

The  Governor  and  Legislature,  sensing  an  improved  economy  and  coming  off 
two  years  of  difficult  spending  cuts,  increase  budgeted  expenditures  for  FY93 
by  9.58%  over  FY92. 

Gov.  Weld  declares  the  fiscal  crisis  over. 

Education  reform  legislation  is  passed,  adding  $175  million  to  the  FY94 
budget.  It  is  designed  to  double  school  aid  by  the  year  2000  to  $1 .3  billion 
annually. 

Gov.  Weld  proposes  a  $270  million  tax  cut  for  FY95,  paid  for  in  part  by  $125 
million  in  gambling  revenues  that  would  come  from  three  floating  casinos  and 
6,000  slot  machines. 

The  FY95  budget  includes  $214  million  in  new  funding  for  education  reform. 

Gov.  Weld  is  overwhelmingly  reelected  to  a  second  term. 

FY95  comes  to  a  close  with  a  $136  million  surplus.  Fund  balances  as 
measured  by  generally  accepted  accounting  principles  (GAAP)  are  replenished 
for  the  first  time  since  FY87. 
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Conceptual  Framework 

The  public  budget  is  the  primary  vehicle  for  defining  priorities  in  government;  it 
determines  ideological  -winners  and  losers  as  well  as  the  playing  field  upon  which 
such  debates  will  take  place.  The  budgetary  process  is  fundamentally  an  exercise 
in  financial  management:  raising  and  maximizing  revenues;  and  allocating 
scarce  resources  based  on  competing  demands,  the  effectiveness  of  programs,  and 
political  considerations. 

Since  the  beginning  of  the  197 O's,  governments  at  all  levels  have  had  to  cope  with 
severe  fiscal  stress  in  making  budgetary  decisions  and  carrying  out  their  duties. 
Periods  of  fiscal  stress  affect  the  normal  policy  making  and  service  delivery 
processes  of  government  in  ways  that  both  confound  and  expedite  the  objectives 
of  principal  actors.  The  environment  these  periods  create  can  be  a  crucible  for 
change  that  might  not  come  to  pass  by  any  other  means. 

These  are  some  of  the  factors  that  will  be  reflected  upon  as  history  considers  the 
record  of  Governor  William  Weld  in  Massachusetts,  and  the  role  of  state 
government  in  the  Commonwealth  during  the  1990 's  and  beyond.  While  time 
remains  before  any  comprehensive  assessment  can  be  made,  examining  the 
conditions  that  existed  as  Weld  assumed  office  and  the  decisions  that  followed 
offers  a  preliminary  indication  of  the  fundamental  changes  that  have  taken  place. 
As  a  Republican  assuming  control  of  a  predominantly  Democratic  state  on  the 
heels  of  fiscal  collapse  at  the  hands  of  a  Democratic  Governor  and  Legislature, 
the  needs  and  expectations  of  the  electorate  were  relatively  high. 


I.  Introduction 

The  scene  on  January  3,  1991  on  Beacon  Hill  was  at  once  a  product  of  the  recent  past  and 
a  view  of  the  change  that  could  be  expected  in  the  coming  years.  As  William  Weld  took  the 
Governor's  oath  at  the  State  House,  dozens  of  activists  and  homeless  people  demonstrated 
outside,  protesting  budget  cuts  to  social  programs  that  would  only  deepen  with  time.  Inside, 
Weld  —  the  Republican  —  addressed  a  predominantly  Democratic  legislature,  promising  to 
transform  the  government  from  an  overextended  and  inefficient  provider  to  a  catalyst  for  private 
investment  and  provider  of  last  resort.  In  terms  of  fiscal  stability,  it  had  to  be  the 
Commonwealth's  low  point,  for  to  sink  any  lower  would  likely  mean  bankruptcy  or  receivership, 
unthinkable  options. 
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Governor  Weld  would  have  little  time  to  lay  the  groundwork:  he  faced  a  massive  deficit 
for  the  fiscal  year  already  six  months  over,  and  abhorred  the  notion  of  having  to  raise  taxes  or 
borrow  to  remedy  the  Commonwealth's  problems.  At  the  same  time,  conditions  were  in  ways 
suitable  for  the  altered  role  of  state  government  that  Weld  envisioned.  Despite  the  discontent  and 
hardship  that  was  prevalent,  Weld  understood  that  the  state  bureaucracy  could  not  be  summarily 
dismantled,  nor  could  he  ignore  the  most  pressing  concern  of  balancing  the  budget  by  any  means 
within  reason. 

II.  The  End  of  the  Miracle:  Fiscal  Crisis,  1987-1990 

Fondly  recalled  as  the  "Massachusetts  Miracle",  the  period  of  extraordinary  economic 
growth  in  the  Commonwealth  from  1980  to  1987  has  had  lasting  after-effects,  both  good  and  bad. 
The  Massachusetts  economy,  well-positioned  for  the  Reagan  administration's  defense  buildup  and 
a  broad  demand  for  technology  in  general,  posted  high  employment  and  personal  income  levels 
throughout  the  early  and  mid-1980's.  For  state  government,  tax  coffers  swelled,  and  spending 
grew  likewise  as  few  programs  were  denied  funding.  To  view  the  trends  in  state  government 
spending  after  the  Miracle  ~  from  1987  through  1990  ~  one  might  think  that  the  economic 
prosperity  had  continued,  but  to  include  the  changes  in  revenues  and  overall  economic 
performance  in  this  analysis  is  to  understand  why  Massachusetts  state  government  was  sinking 
into  one  of  the  most  dangerous  fiscal  periods  in  its  history.  The  levels  of  tax  revenue  growth 
experienced  from  1980  to  1987  were  driven  by  extraordinary  economic  conditions,  but  state 
officials  spent  these  funds  as  though  ever  more  would  flow  into  state  coffers.  Spending  outpaced 
revenues  for  four  consecutive  fiscal  years  beginning  in  fiscal  year  1987  ("FY87"),  culminating 
with  a  massive  $1.36  billion  mortgage  on  the  future  in  FY91  that  averted  financial  disaster  but 
would  complicate  budget  decisions  for  years  to  come.  The  robust  economy  of  the  early  and  mid- 
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80's  accommodated  a  practice  of  spending  liberally  while  taxing  conservatively.  Continuation  of 
the  practice  thereafter  exacerbated  the  effects  of  economic  downturn,  and  culminated  in  the  fiscal 
crisis  whose  effects  we  still  feel  today. 
Engines  of  Economic  Growth 

Massachusetts,  with  its  concentration  of  universities,  has  long  been  a  center  of  scientific 
research  and  the  technology-based  industry  that  it  spawns.  When  defense  spending  rose  through 
the  early  1980's  and  demand  for  computers  accelerated,  business  in  the  Commonwealth  thrived. 
Defense  procurement  tripled  during  this  period  and  Massachusetts  firms  were  winning  contracts 
at  a  rate  double  the  national  average.1  The  also-dominant  financial  services  and  health  care 
sectors  grew  rapidly,  creating  jobs  and  fueling  tax  revenue  growth.  Even  under  the  nominal 
restraint  of  ten  separate  tax  cuts  signed  by  Governor  Dukakis,  total  tax  revenues  increased  by 
1 10%  from  FY80  to  FY87,  averaging  growth  of  1 1 .25%  per  year  during  that  period.2 
The  Changing  Role  of  State  Government 

As  tax  revenues  increased,  the  programs  and  services  of  state  government  grew  likewise, 
absorbing  nearly  all  of  the  revenue  growth.  Throughout  the  duration  of  the  Massachusetts 
Miracle,  another  change  was  taking  place;  a  fundamental  shift  in  the  role  of  state  government  in 
terms  of  the  programs  and  services  that  it  provided.3  Massachusetts  found  itself  as  the  provider 
of  last  resort,  caught  between  reduced  governmental  roles  at  both  the  local  and  federal  levels.  In 
1980,  Massachusetts  voters  passed  Proposition  2Vz,  a  measure  that  capped  property  taxes  and 
increased  localities'  reliance  on  revenues  collected  at  the  state  level.  At  the  same  time,  President 
Ronald  Reagan  was  in  the  process  of  carrying  out  his  own  agenda  to  reduce  the  size  and  role  of 


'Joseph  S.  Slavet  et  al.,  After  the  Miracle:  A  History  and  Analysis  of  the  Massachusetts  Fiscal  Crisis,  (Boston:  John 
W.  McCormack  Institute  of  Public  Affairs,  1990),  p.  1 

Comprehensive  Annual  Financial  Report,  June  30,  1989,  p.  172 

'"Budget  Crisis  Forces  Mass.  to  Grapple  with  its  Role,"  Boston  Globe,  May  14,  1 989 
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the  federal  government.  The  activist  administration  and  legislatures  in  Massachusetts  during  the 
1980's  were  willing  and  more  importantly  able  to  fill  this  void.  State  aid  to  cities  and  towns 
consistently  comprised  approximately  25%  of  budgeted  expenditures,  totaling  $2  .6  billion  in 
FY87.  As  the  federal  government  withdrew,  state  spending  on  job  training,  mass  transit,  social 
services,  housing  and  education  expanded  to  fill  the  gap.  Local  aid  grew  at  an  average  rate  of 
12.6%  from  FY80  to  FY87,  increasing  by  88%  overall.  Total  spending  grew  by  95%  over  the 
same  period,  at  an  average  annual  rate  of  nearly  14%. 
Economic  Slowdown:  1987 

The  first  signs  of  the  impending  crisis  came  in  FY88  as  tax  revenues  —  primarily  income 
and  corporate  taxes  ~  fell  short  of  projections,  growing  by  less  than  3%  over  FY87.  The  bulk  of 
the  blame  was  laid  on  non-economic  factors;  changes  in  the  federal  tax  code  that  prompted  sales 
of  capital  assets  prior  to  FY88  and  the  conversion  of  many  large  businesses  into  S  corporations. 
A  look  at  the  trends  in  revenue  collections  during  the  year  highlights  the  erratic  behavior  that 
would  characterize  the  coming  years.  By  March  1988,  three-quarters  of  the  way  through  FY88, 
tax  revenues  were  6.8%  ahead  of  FY87  collections  for  the  same  period.  Collections  over  the  last 
three  months  of  the  fiscal  year  were  so  far  below  projections  that  growth  for  the  year  came  to 
only  2.1%  above  FY87  levels.4  The  original  projection  for  FY88  tax  revenue  growth  was  7.4%, 
and  served  as  the  basis  for  spending  decisions  as  the  budget  was  negotiated  during  the  spring  of 
1987.  As  it  became  clear  that  revenues  would  not  support  the  planned  level  of  spending  —  falling 
$365  million  short  of  projections  ~  the  Governor  and  Legislature  utilized  reserves  and  shifted 
appropriations  in  a  manner  sufficient  to  balance  the  books,  but  not  to  rectify  the  structural 
imbalance  that  had  begun  to  develop. 

By  1988,  the  limited  growth  potential  of  tax  revenues  was  becoming  ever  more  apparent, 

'Official  Statement:  Dedicated  Income  Tax  Bonds.  Fiscal  Recovery  Loan,  Act  of  1990,  September  28,  1 990,  p.  43 
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but  the  combination  of  unrealistic  projections  and  a  need  for  political  maneuverability  were 
enough  to  satisfy  the  Governor  and  Legislature  that  they  could  buy  more  time  rather  than 
confront  the  obvious  fiscal  problems  facing  the  Commonwealth.  Budget  practice  in 
Massachusetts  at  this  time  relied  on  separate  revenue  projections  by  the  Governor  and  both  the 
House  and  Senate  Ways  and  Means  Committees,  none  of  which  were  exceedingly  sophisticated  or 
accurate.  These  separate  projections,  which  varied  by  as  much  as  $100  million  at  times,  allowed 
each  branch  to  justify  the  level  of  spending  they  proposed  without  any  need  for  politically 
unfavorable  funding  from  tax  increases  or  debt.  If  this  practice  was  shameful  for  its  inattention  to 
budgetary  discipline  and  order,  it  was  negligent  for  its  lack  of  fiscal  and  fiduciary  responsibility. 

Revenue  forecasts  for  FY89  relied  on  sustained  low  unemployment  and  high  personal 
income  for  their  optimistic  estimate  of  10.9%  growth  over  the  prior  fiscal  year.  Warnings  to  the 
contrary  proved  to  be  more  accurate.  Halfway  through  the  fiscal  year,  in  December  1988,  the 
administration  revised  its  forecasted  growth  from  10.9%  to  7.2%.  Sales  tax  revenues,  a 
bellwether  of  economic  health,  began  to  deteriorate  in  FY89.  In  the  end,  actual  growth  in  all  tax 
revenues  for  the  year  amounted  to  6.6%,  only  60%  of  the  original  estimate  and  $323  million  short 
in  terms  of  dollars.  Poor  revenue  forecasting,  continued  growth  in  spending  and  extensive  use  of 
reserves  in  FY88  left  the  Commonwealth  in  the  midst  of  a  cash  crisis  by  the  end  of  FY89.  Local 
aid  payments  had  to  be  deferred  and  the  State  Treasurer  was  forced  to  borrow  $466  million  in 
order  to  maintain  liquidity  and  close  the  FY89  budget  deficit.  A  15%  tax  rate  increase  on  most 
forms  of  earned  income  was  also  passed  for  the  18  months  that  would  end  on  December  31, 
1990. 

Denial  and  Paralysis 

In  retrospect,  FY90  proved  to  be  the  year  that  Governor  Dukakis'  and  the  Legislature's 
budget  denial  and  fiscal  mismanagement  reached  their  peak.  Continued  insistence  that  spending 


patterns  were  not  problematic,  and  that  the  revenue  outlook  was  favorable  perpetuated  the 
Commonwealth's  slide  into  fiscal  crisis.  By  this  time,  a  multitude  of  state-financed  programs  — 
each  with  its  own  sponsors  in  the  State  House,  and  constituencies  across  the  Commonwealth  ~ 
were  being  sustained  by  a  huge  cost  infrastructure  that  relied  on  continued  growth  in  tax  revenues 
on  the  order  of  that  experienced  from  1980  to  1987.  The  leadership  that  the  Commonwealth 
desperately  needed  —  the  political  will  to  choose  either  fewer  services  or  higher  taxes  —  was 
nowhere  to  be  found  in  the  Legislature. 

The  approved  budget  for  FY90  was  based  on  7%  growth  in  tax  revenues.  In  the  end, 
collections  were  actually  3.6%  or  $321  million  below  FY89  levels.  In  October  1989,  before  the 
fiscal  year  was  half  over,  the  operating  deficit  was  projected  at  more  than  $500  million,  prompting 
Governor  Dukakis  to  submit  an  ad  hoc  legislative  package  of  tax  increases  and  spending  cuts. 
The  Legislature's  rank-and-file  stood  firmly  against  any  more  tax  increases,  and  despite  the  efforts 
of  legislative  leaders  and  the  Governor,  no  tax  measure  passed.  Wall  Street  responded  by 
lowering  the  Commonwealth's  bond  rating  to  a  grade  barely  above  junk  bond  status,  the  lowest  of 
any  state  in  the  nation.  Expenditures  grew  uncontrollably,  resulting  in  an  astronomical  $1.25 
billion  operating  deficit,  that  could  only  be  closed  by  the  issuance  of  $1.34  billion  worth  of 
dedicated  income  tax  bonds,  a  response  that  would  cost  taxpayers  as  much  as  $1 .7  billion  in 
interest  alone,  while  curtailing  revenue  streams  for  the  next  seven  years. 

Acceding  to  the  Legislature's  reluctance  to  raise  taxes,  Governor  Dukakis  introduced  a 
FY91  budget  proposal  in  January  of  1990  that  he  characterized  as  his  bid  to  reform  spending,  and 
one  that  was  admittedly  a  "disgrace"  in  that  it  would  result  in  untold  harm  to  society's  most 
vulnerable  individuals.  But  the  Legislature  had  a  choice,  for  Dukakis  also  incorporated  into  his 
submission,  a  "current  services"  budget  that  would  require  $1.4  billion  in  new  taxes  in  order  to 
avoid  the  spending  cuts  proposed  under  the  Governor's  austerity  plan.  The  Legislature  by  July 
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had  capitulated  and  raised  taxes  a  projected  $1,162  billion,  while  approving  spending  reductions 
in  all  accounts  not  legally  protected  or  federally  reimbursed.  The  severity  of  the  structural  fiscal 
imbalance  was  finally  becoming  apparent,  although  it  was  far  from  being  rectified.  An  operating 
deficit  loomed  nonetheless  for  FY91,  a  problem  that  would  ultimately  fall  at  the  feet  of  the 
Commonwealth's  new  Governor,  William  Weld. 

HI.  Massachusetts'  Structural  Budget  Deficit 

The  challenge  facing  William  Weld  as  he  assumed  office  in  January  1991  ran  far  more 
deeply  than  the  projected  $850  million  budget  shortfall  for  the  fiscal  year  that  would  come  to  a 
close  only  six  months  into  his  administration.  It  was  more  too  than  the  increasingly  important  role 
that  state  government  was  assuming  due  to  reductions  in  local  and  federal  government  spending. 
The  two  major  fiscal  challenges  facing  Governor  Weld  as  he  assumed  his  office  were  restoration 
of  some  measure  of  budgetary  discipline,  and  control  of  state  spending.  The  anomalous  economic 
growth  of  the  1980's  had  been  taken  in  stride,  with  little  thought  given  to  what  the  budgetary 
landscape  would  look  like  when  this  expansion  was  over.  The  denial  that  accompanied  the 
decline  into  fiscal  crisis  was  due  in  part  to  a  deterioration  of  budgetary  discipline,  as  evidenced  by 
unrealistic  revenue  forecasting,  and  a  lack  of  long-term  financial  planning.  The  result  has  been  a 
structural  budget  deficit,  and  an  inability  to  effectively  manage  the  design  and  delivery  of  services. 
Budget  Busters  and  Other  Major  Spending  Programs 

The  Massachusetts  budget  is  a  vastly  complicated  instrument,  with  thousands  of 
appropriations  accounts,  dedicated  revenue  streams,  local  aid  formulas,  trust  funds,  programs, 
grants,  and  more,  all  of  which  could  easily  overwhelm  the  fiscal  manager  seeking  an  expedient 
approach  to  reshaping  and  reducing  the  cost  of  state-financed  services.  But  despite  all  of  its 
complexities,  the  Commonwealth's  budget  can  be  broken  down  into  a  handful  of  large  and  in 
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some  cases  problematic  cost  centers,  the  control  of  which  continues  to  be  central  to  the  fiscal 
health  of  the  state.  These  critical  components  of  state  spending  are  the  several  so-called  budget 
buster  accounts  and  other  major  programs  which  together  comprise  roughly  70%  of  all  budgetary 
spending  in  a  given  year.  Dubbed  the  "budget  busters"  by  Senator  Patricia  McGovern  during  the 
FY89  budget  debate,  the  chairwoman  of  the  Senate  Ways  and  Means  Committee  attached  this 
label  to  five  programs:  Medicaid,  health  insurance,  pensions,  debt  service  and  MBTA  costs.  In 
addition  to  these  accounts,  this  analysis  also  includes  local  aid,  public  assistance  and  higher 
education  because  they  too  represent  significant  programs  from  both  a  policy  and  fiscal 
perspective.  Examining  the  budgeting  and  management  of  all  of  these  costs  is  central  to  an 
understanding  of  the  underpinnings  of  the  Commonwealth's  fiscal  problems,  its  role  as  a  provider 
of  public  services,  and  the  policy  battles  and  compromises  that  have  taken  place  between 
Governor  Weld  and  the  Legislature  over  the  past  five  years. 

The  budget  buster  accounts  are  important  primarily  for  two  reasons:  their  cost  has 
exhibited  enormous  growth,  particularly  during  the  worst  years  of  the  fiscal  crisis  (FY87-90),  and 
secondly  because  they  monopolize  such  a  large  portion  of  the  Commonwealth's  revenue  stream. 
Lack  of  budgetary  discipline  and  sound  financial  management  during  the  1980's  created  structural 
imbalance  in  the  Massachusetts  budget.  As  the  extraordinarily  high  levels  of  revenue  collections 
were  met  with  an  expansion  of  services,  programs  were  managed  with  an  eye  towards  responding 
to  the  problems,  at  the  expense  of  any  long-term  financial  planning.  The  result  was  an 
overextended  government  providing  services  beyond  the  capacity  of  its  revenue  structure  to  pay 
for  them.  The  ensuing  fiscal  crisis  weakened  the  Commonwealth  substantially,  and  forced  untold 
costs  onto  future  generations. 

Exhibit  1  summarizes  the  budget  busters  and  illustrates  their  trends  since  the  fiscal  crisis 
began,  and  the  extent  to  which  their  growth  has  been  controlled  in  the  intervening  period. 
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Medicaid.  Through  its  Medicaid  program,  Massachusetts  provides  health  care  to  low- 
income  individuals  and  families,  the  elderly  and  the  disabled.  Spending  for  the  fiscal  year  ended 
June  1990  was  $2.1  billion,  or  approximately  16%  of  total  budgeted  expenditures.  Costs  under 
this  program  are  reimbursed  at  a  rate  of  50%  by  the  federal  government. 

Medicaid  expenditures  from  FY87  to  FY90  increased  by  more  than  45%,  and  by  another 
30%  from  FY90  to  FY91 .  The  Medicaid  program  presents  similar  problems  for  all  states  as  well 
as  the  federal  government.  Massachusetts  does  offer  a  relatively  comprehensive  array  of  services 
under  its  program  making  it  more  costly  on  average,  but  the  major  force  driving  expenditures 
over  the  last  20  years  has  been  the  rising  cost  of  health  care  in  general  and  specifically  the  cost  of 
long-term  care  for  the  elderly,  which  represents  approximately  one  half  of  total  program  costs. 

A  study  by  the  Federal  Reserve  Bank  of  Boston  in  1990  compared  the  costs  of  the 
Massachusetts  Medicaid  program  to  that  of  other  states  and  national  averages.5  The  study 
revealed  that  the  same  underlying  cost  factors  were  driving  up  expenditures  in  Massachusetts,  but 
that  expenditures  were  higher  than  those  of  other  states  in  terms  of  population  and  income. 
Benefits  are  more  comprehensive  in  Massachusetts  under  the  program,  and  eligibility  criteria  are 
more  generous.  The  Fed  found  that  81%  of  the  categorically  needy  in  Massachusetts  were 
eligible,  compared  to  56%  for  the  nation.  Also,  average  costs  per  recipient  in  Massachusetts  were 
23%  above  the  national  average. 

Controlling  Medicaid  expenditures  presents  policy  makers  with  rather  unattractive 
options.  Reduction  of  services  to  mandatory  levels  would  exact  a  significant  financial,  medical 
and  emotional  burden  on  the  elderly  and  disabled,  while  producing  less  in  terms  of  net  savings  to 

'Alicia  H.  Munnell  and  Lynn  E.  Browne,  Massachusetts  in  the  1990 's:  The  Role  of  State  Government  (Boston: 
Federal  Reserve  Bank  of  Boston,  Research  Report  No.  72,  November  1990) 


the  Commonwealth  given  the  federal  reimbursement.  Additionally,  some  portion  of  these 
problems  would  resurface  in  other  income  support  or  health  care  programs  that  are  fully  funded 
by  the  state.6 

Debt  Service.  The  repayment  of  bonds  and  costs  related  to  borrowing  have  contributed 
greatly  to  the  structural  imbalance  in  the  Massachusetts  budget  since  the  1980's.  Borrowing  has 
grown  steadily  since  the  mid- 1980's  to  the  point  where  in  1993,  Massachusetts  ranked  third  and 
fourth  among  all  states  in  terms  of  debt  load  per  capita,  and  based  on  personal  income 
respectively.7  Debt  service  expenditures  from  FY87  to  FY90  increased  by  47%,  averaging 
increases  of  15.6%  annually  over  that  period  to  total  $770  million  in  FY90. 

These  increases  are  attributable  to  the  large-scale  capital  spending  that  took  place  in  the 
1980's  and  afterward,  ranging  from  $575  million  to  more  than  $970  million  annually  since  FY87. 
Even  without  any  additional  debt  incurred,  debt  service  will  exceed  $700  million  annually  through 
fiscal  year  2007.  Planned  capital  spending  into  the  future  is  estimated  at  more  than  $800  million 
annually,  ensuring  that  this  budget  buster  will  maintain  its  claim  on  revenues  for  years  to  come. 

MBTA  and  Regional  Transit  Authorities.  The  Commonwealth  pays  various  costs  related 
to  the  MBTA  and  other  regional  transit  authorities  including  the  net  cost  of  service  (that  portion 
not  covered  by  transit  revenues  and  other  non-state  funding),  guaranties  of  debt  service,  and  other 
contract  assistance.  The  share  of  these  costs  that  can  be  apportioned  to  cities  and  towns  is  limited 
by  Proposition  214,  leaving  the  Commonwealth  with  the  task  of  absorbing  the  expanding  portion 
that  remains.  Expenditures  for  this  category  increased  by  45%  from  FY87  to  FY90,  totaling  $355 

'Ibid.,  p.  85 

'Massachusetts  Taxpayers  Foundation,  Massachusetts  State  Debt,  (Boston:  Massachusetts  Taxpayers  Foundation, 
August  1994),  p.  3 
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million  in  FY90.  Some  reforms  were  made  in  FY90,  including  a  mandatory  revenue-recovery 
ratio  that  would  shift  costs  onto  users,  limits  on  capital  spending,  and  an  assessment  of  10%  of 
the  cost  of  health  benefits  on  employees.8 

Group  Insurance.  The  cost  of  health  insurance  coverage  for  Massachusetts  state 
employees  increased  by  81%  from  FY87  to  FY90,  totaling  $433  million  in  FY90.  This 
expenditure  is  driven  by  the  same  escalating  health  care  costs  that  are  responsible  for  the  growth 
in  Medicaid.  In  1990,  the  Commonwealth  provided  coverage  for  approximately  95,000  active 
employees  and  42,000  retirees.  The  growth  in  expenditures  from  FY87  to  FY90  was  attributable 
to  increased  utilization  of  coverage  and  changes  in  the  composition  of  the  insured.9  Deductibles 
had  not  been  adjusted  since  1965,  in  effect  insulating  the  insured  from  the  increased  costs  in 
health  care,  and  thereby  driving  up  utilization.  Additionally,  insured  filing  for  family  coverage  ~ 
which  costs  two  and  one-half  times  as  much  as  individual  coverage  —  grew  at  a  rate  double  that 
for  individuals  during  the  1980's. 

Pensions.  Massachusetts  provides  pension  benefits  for  state  employees  and  school 
teachers  across  the  state.  From  FY87  to  FY90,  these  expenditures  increased  by  7.5%  to  $669 
million.  Prior  to  1988,  the  system  operated  on  a  "pay-as-you-go"  basis,  accumulating  an 
unfunded  liability  of  $8.4  billion.  Since  that  time,  the  legislature  and  administration  have  agreed 
to  amortize  this  liability  over  40  years,  adding  substantially  to  annual  expenditures.  Payments 
under  the  original  amortization  schedule  grow  at  a  rate  of  approximately  5%  annually. 


•Slavet  et  al.  op.  cit.,  p.  27 

'Munnell  and  Browne,  op.  cit.,  p.  204 
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Local  Aid.  From  FY87  through  FY90,  local  aid  was  the  largest  single  expenditure  from 
budgeted  operating  funds,  totaling  in  excess  of  20%  annually.  Aid  grew  by  13%  during  that  same 
period,  and  totaled  $2.9  billion  in  FY90.  These  payments  are  made  to  cities,  towns  and  regional 
school  districts  to  support  education  and  other  local  services.  Increases  in  aid  through  the  1980's 
were  made  in  recognition  of  the  effects  of  Proposition  214,  and  in  an  attempt  to  minimize 
disparities  between  municipalities.  As  the  state  slipped  into  fiscal  crisis,  Governor  Dukakis 
withheld  local  aid  payments  at  the  beginning  of  both  FY90  and  FY91 .  Despite  a  statute  adopted 
by  initiative  petition  in  1990  that  set  local  aid  at  a  minimum  of  40%  of  tax  revenues  and  lottery 
fund  proceeds  and  100%  of  prior  year  aid,  this  expenditure  remains  subject  to  annual 
appropriation.10 

Public  Assistance.  Massachusetts  has  a  long  tradition  of  emphasis  on  income  support  for 
the  poor.  Expenditures  for  income  support  from  FY87  to  FY90  increased  30%  to  $1  billion  or 
7.4%  of  total  budgeted  operating  funds.  Assistance  comes  in  three  programs:  Aid  to  Families 
with  Dependent  Children  (AFDC),  which  consists  of  cash  benefits  for  children  who  are  needy 
because  of  impaired  parental  support;  Supplemental  Security  Income  (SSI),  a  cash  benefit  for 
elderly  poor  and  disabled  poor;  and  Emergency  Aid  to  Elderly,  Disabled  and  Children  (EAEDC) 
(formerly  General  Relief),  a  program  unique  to  Massachusetts  that  is  designed  to  help  those  not 
eligible  for  AFDC  and  SSI  benefits.  AFDC  and  SSI  are  federally  reimbursed,  EAEDC  is  paid 
solely  by  Massachusetts.  Caseloads  for  all  three  public  assistance  programs  increased  between 
FY87  and  FY90. 


^Official  Statement:  General  Obligation  Bonds.  Consolidated  Loan  of 1995,  Series  D.  November  1 ,  1 995,  p.  29 
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Higher  Education.  Direct  appropriations  for  the  Commonwealth's  university  system,  state 
colleges  and  community  colleges  grew  by  only  2.6%  between  FY87  and  FY90,  although 
appropriations  were  higher  in  FY88  and  FY89  than  they  were  in  FY90.  The  ability  to  raise 
revenue  through  tuition  and  access  to  trust  funds  and  federal  grants  outside  the  appropriations 
process  have  supplemented  budgetary  allocations.  Nonetheless,  this  category  remains  substantial 
in  size  with  total  budgetary  spending  in  FY90  totaling  $715  million  or  5  .3%  of  total  budgeted 
operating  funds. 
Mounting  Costs 

The  so-called  budget  buster  expenditures  represent  the  core  of  what  the  Commonwealth 
spends  its  money  on,  and  the  key  to  resolving  the  fiscal  crisis  and  structural  budget  imbalance,  a 
fact  not  lost  on  the  Legislature  and  other  budget-watchers  as  Governor  Weld  took  office  in 
January  1991.  These  accounts  have  consistently  comprised  approximately  70%  of  the  state's 
budgeted  operating  funds  since  FY91.  The  remainder  of  budgeted  operating  funds  ~  mainly 
expenditures  for  social  and  health  programs,  public  safety,  the  environment  and  the  courts  —  have 
not  grown  by  more  than  5%  annually  since  FY87,  with  the  exception  of  FY93  for  which 
mitigating  circumstances  will  be  explained  later.  This  growth  of  less  than  5%  has  come  at  the 
same  time  that  the  budget  busters  have  experienced  double-digit  expansion,  even  during  the 
period  of  retrenchment  that  began  in  1991 .  There  should  have  been  little  doubt  then,  that  the  new 
Governor,  William  Weld  ~  who  during  the  campaign  boasted  that  he  could  cut  $1  billion  without 
hurting  people11  ~  would  turn  to  these  programs  first  in  order  to  rectify  the  structural  budget 
imbalance  he  inherited. 

""Weld's  Fiscal  Committee  Warns  of  Budget  Cuts,"  Boston  Globe,  December  8,  1990 
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IV.  William  Weld:  Background,  Ideology  and  Policy  Priorities 

With  fiscal  performance  under  the  F Y9 1  budget  generating  a  substantial  deficit  for  the 
year  that  would  end  in  only  six  months,  and  a  structural  deficit  that  promised  to  produce 
successively  larger  shortfalls  thereafter,  the  citizens  of  Massachusetts  seemed  to  signal  their 
hopelessness  with  the  ability  of  Democrats  to  fix  these  problems  by  electing  their  firsi  Republican 
governor  since  1974.  On  January  3,  1991  William  Weld  was  inaugurated,  marking  the  beginning 
of  an  era  of  substantial  change  in  the  role  of  state  government  in  Massachusetts.  Fiscally 
conservative  and  socially  moderate-to-liberal,  Weld's  overarching  ideology  is  libertarian,  and  in  his 
five  years  completed  in  office,  it  has  been  this  minimalist  view  of  government,  as  much  as  the  need 
to  rectify  the  structural  budget  deficit,  that  has  reshaped  the  size  and  role  of  state  government. 

For  Weld,  the  Governor's  job  was  his  first  in  elected  politics.  He  lost  the  race  for 
Attorney  General  to  Frank  Bellotti  in  1978,  and  later  went  on  to  work  in  the  Reagan  Justice 
Department.  His  critics  have  used  his  Brahmin  upbringing  and  Harvard  education  to  suggest  that 
Weld  knows  little  about  state  government  and  the  plight  of  the  common  man,  an  image  hardly 
belied  by  his  trademark  hands-off  approach  to  running  the  state  that  at  times  has  approached 
disinterest. 

Weld's  politics  and  policies  throughout  his  tenure  have  reflected  his  view  of  the  role  of 
government  in  making  the  state  hospitable  to  business  and  economic  growth  through  proposals 
for  tax  cuts,  tax  credits  and  elimination  of  bureaucratic  red  tape.  While  avoiding  reliance  on  taxes 
for  increased  revenues,  federal  reimbursements  and  lottery  revenues  have  grown  as  a  percentage 
of  total  revenues.  Weld  has  also  advanced  several  gambling  proposals  as  sources  of  additional 
revenue.  The  Governor's  social  policies  have  focused  on  preventative  approaches,  and  elimination 
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of  "middle-class  entitlements,"  mainly  housing  and  public  assistance  benefits  under  state-funded 
programs. 

Overall,  Weld's  minimalist  approach  has  been  advanced  by  his  staunch  opposition  to  any 
new  taxes  and  a  bipartisan  recognition  that  the  structural  deficit  could  not  be  denied  or  ignored 
any  longer.  In  October  1989,  during  the  early  days  of  his  gubernatorial  campaign,  Weld 
announced  his  support  for  Question  3  on  the  November  1990  ballot.  The  initiative  petition, 
sponsored  by  Citizens  for  Limited  Taxation,  proposed  to  roll  back  a  host  of  state  taxes  to  their 
1988  levels.  In  all,  it  was  estimated  that  it  would  reduce  tax  revenues  by  $1.26  billion  in  FY91 
and  $2  .0  billion  in  FY92.  By  April  1990,  as  the  enormity  of  the  Commonwealth's  fiscal  problems 
even  without  the  rollback  became  increasingly  evident,  Weld's  political  bravado  subsided  and  he 
began  to  suggest  that  any  implementation  of  Question  3  should  be  postponed  for  at  least  six 
months.  Question  3  was  defeated  at  the  polls,  sparing  Weld  the  task  of  rectifying  a  deficit  made 
three  times  larger. 

As  governor,  Weld  gained  full  appreciation  for  the  challenges  presented  by  the  structural 
budget  deficit.  The  deepest  spending  reductions  have  fallen  on  those  budget  buster  accounts  that 
are  more  discretionary  in  nature,  namely  local  aid  and  public  assistance,  relieved  slightly  by 
reduced  costs  achieved  through  changes  in  program  design  and  management  in  other  programs. 

V.  January  -  June  1991:  The  Fiscal  Recovery  Plan  and  FY92  Budget  Debate 
The  FY91  Fiscal  Recovery  Plan 

Governor  Weld's  agenda  at  the  outset  of  his  administration  had  been  largely  determined 
for  him,  as  much  as  two  years  earlier  when  the  denial  of  the  Commonwealth's  problems  and 


political  paralysis  over  how  to  address  them  first  took  hold  on  Beacon  Hill.  What  remained  to  be 
determined  was  exactly  how  fiscal  recovery  would  be  accomplished,  in  terms  of  which  programs 
would  bear  the  burden  and  which  citizens  would  suffer  the  most  as  a  result.  In  his  inaugural 
address  Weld  emphasized  the  importance  of  government's  role  in  revitalizing  economic  growth 
and  his  belief  that  the  structure  and  functions  of  state  government  were  outdated.  His 
prescription  —  "entrepreneurial  government"  ~  would  change  the  way  decisions  were  made  and 
services  delivered  by  state  government.  He  announced  his  administration's  two-pronged  attack  on 
the  Commonwealth's  structural  deficit:  to  erase  the  projected  deficit  for  FY91  and  to  propose  a 
balanced  budget  for  FY92  that  would  advance  his  goal  of  entrepreneurial  government  by  altering 
the  balance  between  government's  role  as  catalyst  for  private  investment  and  that  as  provider  of 
services  and  economic  resources. 

The  economic  outlook  and  revenue  forecasts  for  FY9 1  were  dismal  as  the  new 
administration  assumed  office  in  January.12  In  June  1990,  only  six  months  earlier,  the  Department 
of  Revenue  projected  tax  revenues  of  $8,618  billion  for  FY91,  a  mere  1%  increase  over  FY90. 
The  tax  hike  approved  in  July  1990  added  another  $1.1 62  billion  to  bring  the  total  to  $9,780 
billion.  By  October,  the  projections  once  again  proved  to  be  overly  optimistic,  and  based  on 
actual  collections  were  reduced  by  $464  million.  Measures  were  taken  at  that  time  to  reduce 
spending  as  well,  but  the  forces  of  the  structural  deficit  were  unrelenting  and  the  deficit  grew.13 
Plan  Details 

On  January  31,  1991,  Governor  Weld  unveiled  his  Emergency  Plan  for  Fiscal  Recovery,  a 
package  designed  to  eliminate  an  estimated  deficit  of  $850  million  for  FY91  and  $1.8  billion  for 

"Official  Statement:  Dedicated  Income  Tax  Bonds.  Fiscal  Recovery  Loan,  Act  of  1990,  September  28,  1990,  p.  44 
"Ibid.,  p.  53 
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FY92.  The  Legislature  took  up  the  FY91  measures  before  considering  the  FY92  budget.  As 
could  only  be  expected,  the  $850  million  plan  included  proposed  cuts  to  favored  programs  and  a 
host  of  one-time  revenue  measures  and  accounting  gimmicks.  Weld  had  inherited  a  mess,  but  had 
been  unequivocal  from  the  earliest  days  of  his  campaign  for  governor  in  his  position  against  any 
new  taxes,  in  fact  advocating  massive  and  arguably  debilitating  tax  cuts  in  his  endorsement  of 
Question  3.  With  new  revenues  ruled  out  from  the  start,  closing  the  gap  for  FY91  would  not  be 
easy  for  anyone. 

Weld's  Fiscal  Recovery  Plan,  in  keeping  with  his  theme  of  entrepreneurial  government, 
sought  to  close  the  deficit  without  slowing  the  economy.  As  such,  foremost  among  its  initiatives 
was  a  repeal  of  the  sales  tax  on  services  that  had  been  passed  the  previous  July  and  was  scheduled 
to  take  effect  on  March  6th.  Weld  warned  of  the  thousands  of  professional  service  jobs  that  the 
state  would  lose  if  the  tax  were  allowed  to  take  effect,  as  employers  like  Fidelity  Investments  and 
State  Street  Bank  made  good  on  their  promises  to  leave  the  state  if  the  levy  became  law.14  In 
addition  to  making  the  tax  climate  more  hospitable  to  businesses,  the  revenue  measures  and 
spending  cuts  that  were  proposed  in  the  Plan  included:15 

-  $324  million  worth  of  spending  cuts  in  executive  branch  agencies  under  Weld's  control. 
The  Governor  planned  to  utilize  his  statutory  powers  under  M.G.L.  c.29  §9C  to  reduce 
allotments  to  agencies,  and  to  introduce  cost-cutting  measures  as  a  means  of  reaching 
this  mark.  Through  what  he  called  crisis  management,  a  down-sizing  team  assembled  by 
the  Governor  would  develop  spending  reduction  targets  for  each  cabinet  secretariat  as 
the  basis  for  the  proposed  savings. 

-  $90  million  saved  by  a  mandatory  two  week  unpaid  furlough  for  all  state  employees. 
Weld's  alternative  to  this  would  be  permanent  layoffs. 


""Storming  the  Liberal  Heartland"  Part  1  of  2,  Boston  Globe,  October  6,  1991 

"WelaVCellucci  Emergency  Plan  for  Fiscal  Recovery,  Executive  Summary.  February  1991  -  June  1992.,  p.  12 
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-  $140  million  through  the  sale  of  land  and  water  rights  to  state  authorities,  most  notably 
the  sale  of  the  Quabbin  Reservoir  to  the  Massachusetts  Water  Resources  Authority. 

-  $90  million  in  FY91  as  part  of  a  plan  to  sell  $560  million  worth  of  state  assets  ~  mainly 
land  and  buildings  —  over  the  ensuing  five  years. 

-  $30  million  worth  of  savings  in  FY91  as  part  of  a  plan  to  refinance  a  portion  of  the  state 
debt  that  would  yield  an  additional  savings  of  $300  million  in  FY92. 

-  $24.2  million  by  requiring  the  Massachusetts  Turnpike  Authority  to  fund  snow  and  ice 
removal. 

-  $134  million  by  deferring  payment  of  funds  withheld  from  state  employees'  pay  to  their 
pension  fund,  in  effect  borrowing  the  amount  from  the  pension  system. 

The  loan  from  the  pension  fund  was  offered  reluctantly  by  the  administration,  but  deemed 

preferable  to  tax  increases,  excessive  cuts  in  services  to  the  needy,  or  reductions  in  local  aid. 

While  the  Fiscal  Recovery  Plan  spared  little  and  drew  protests  even  before  the  details  were 

known,  Weld's  favorability  with  the  public  at  the  time  stood  at  sixty  percent,  while  the 

Legislature's  was  below  fifty  percent.16  Legislative  leaders  understood  that  they  had  little  to  gain 

by  blocking  Weld's  plan  without  offering  alternatives  of  their  own,  none  of  which  would  be  any 

more  palatable. 

House  Consideration 

The  first  stop  for  Weld's  FY91  plan  was  the  House  Ways  and  Means  Committee,  headed 
by  its  new  Chairman,  Thomas  Finneran.  Finneran,  a  fiscal  conservative,  was  expected  to  marshal 
some  version  of  fiscal  reform  through  the  chamber  that  had  proven  itself  to  be  rather  undisciplined 
on  such  matters  over  the  previous  two  years.  Finneran  had  been  quick  to  criticize  the  Weld  plan 
for  an  over-reliance  on  gimmickry  and  one-time  revenues,  but  nonetheless  understood  that  doing 


Storming  the  Liberal  Heartland"  Part  1  of  2,  Boston  Globe,  October  6,  1991 
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so  would  not  make  his  task  any  easier.  The  Committee  reported  a  bill  to  the  House  floor  on 
February  21  that  approved  most  of  the  cuts  sought  by  Weld.  It  altered  Weld's  furlough  plan  by 
including  a  sliding  scale  requiring  state  employees  earning  higher  salaries  to  bear  the  brunt  of  that 
measure.  Eligibility  requirements  were  raised  for  the  General  Relief  program  that  would  trim 
caseloads,  and  for  Medicaid  that  would  tap  recipients'  resources  beyond  existing  limiis. 
Implementation  of  the  sales  tax  on  services  was  delayed  until  July  1,  1991,  and  the  $24  million 
snow  and  ice  charge  was  deleted.  The  Committee  also  attached  language  that  would  make  it 
easier  for  localities  to  override  Proposition  2Vz.  Finneran  admitted  that  the  $850  million  gap  was 
far  from  being  bridged  by  this  bill,  but  the  Legislature  was  spared  in  that  sense,  as  much  of  the 
difficult  work  did  not  require  its  approval,  including  the  $324  million  worth  of  spending  cuts 
under  the  §9C  allotment  procedure. 

The  full  House  passed  the  deficit  plan  on  February  27  over  Republican  protests  that  it  had 
been  gutted.  The  House  measure  did  not  include  the  furlough  plan,  instead  replacing  it  with  an 
alternative  backed  by  unions  that  would  authorize  the  Governor  and  Treasurer  to  borrow  the 
amount  from  employees'  contributions  to  the  state  pension.  Republicans  failed  in  an  attempt  to 
repeal  the  sales  tax  measure  altogether,  and  in  the  end,  the  House  approved  the  plan  sent  by  the 
Ways  and  Means  Committee  otherwise  unchanged.  Governor  Weld  threatened  a  veto  of  the 
Legislature's  FY91  deficit  plan  if  it  remained  in  the  form  passed  by  the  House,  and  further 
expressed  his  willingness  to  shut  down  state  government  if  necessary  to  close  the  deficit.  This 
came  at  the  suggestion  by  House  Speaker  Charles  Flaherty  and  other  members  of  the  leadership 
that  borrowing  on  the  bond  market  would  be  inevitable  in  order  to  close  the  gap.  The  options 
offered  by  Weld  were  both  signs  that  the  Legislature's  most  difficult  decisions  still  laid  ahead. 
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Senate  Consideration 

Upon  approval  by  the  House,  the  Senate  Ways  and  Means  Committee  took  up  Weld's 
Fiscal  Recovery  Plan,  realizing  that  the  blame  for  what  rancor  the  House  debate  provoked  was 
reflecting  poorly  on  the  Legislature,  and  not  the  Governor.  The  Committee  approved  a  bill  on 
March  4  that  restored  Weld's  furlough  plan  and  removed  the  House  provision  that  weakened 
Proposition  2V2.  The  postponement  of  the  sales  tax  to  July  1  was  also  approved,  while  the  House 
curbs  on  General  Relief  were  removed,  in  favor  of  authority  for  the  administration  to  exercise  its 
own  discretion  on  the  matter. 

The  whole  Senate  took  up  the  measure  on  March  6,  the  day  the  sales  tax  on  services  was 
scheduled  to  become  law.  In  a  move  that  took  House  members  by  surprise  and  left  little  time  for 
it  to  respond,  the  Senate  repealed  the  sales  tax  altogether  and  approved  or  authorized  a  total  of 
$438  million  in  spending  cuts.  The  bill  included  nearly  everything  the  Governor  had  asked  for, 
including  the  furlough  plan,  the  pension  fund  loan  and  the  sale  of  state  assets.  The  momentum 
generated  by  Senate  Republicans  in  support  of  the  Governor's  plan  carried  to  the  conference  with 
House  members,  resulting  in  a  final  bill  worth  an  estimated  $427  million.  The  furlough  plan  was 
approved,  while  the  changes  to  Proposition  2V£  were  dropped,  and  the  sales  tax  repealed 
altogether.  Governor  Weld  had  overwhelmingly  succeeded  in  getting  his  plan  approved,  but  less 
than  four  months  remained  in  which  to  implement  it  and  realize  actual  savings. 
FY91  Results 

The  administration's  task  to  close  the  FY91  deficit  grew  even  larger  in  April,  when 
revenue  projections  were  lowered  by  another  $150  million  and  added  expenditures  of  $20  million 
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were  announced.  The  additional  $170  million  brought  the  projected  deficit  for  FY91  to  more 
than  $1  billion.  By  mid- April,  only  $218  million  of  the  savings  and  revenues  to  be  produced  by 
the  Fiscal  Recovery  Plan  had  been  realized.  Rumors  began  to  circulate  that  the  administration 
was  seriously  discussing  borrowing  as  a  means  to  close  the  deficit,  despite  the  Governor's  well- 
known  sentiments  on  such  a  move.17  Plans  were  made  to  offer  additional  spending  cuts, 
including: 

-  Abolishing  the  General  Relief  program,  the  Executive  Office  of  Communities  and 
Development,  and  the  Registry  Police. 

-  Denying  state  workers  a  raise  negotiated  under  Governor  Dukakis 

-  Increased  state  employee  contributions  for  health  insurance 

In  June,  when  borrowing  for  a  third  consecutive  year  seemed  inevitable  in  light  of  the 
combination  of  declining  revenues  and  savings  that  failed  to  materialize,  salvation  came  in  the 
form  of  what  is  known  to  this  day  as  the  "gooney  bird",  so-named  by  Governor  Weld  after  the 
stuffed  duck  that  would  descend  with  cash  on  the  Groucho  Marx  show.18  The  gooney  bird  was 
an  obscure  provision  in  the  federal  Medicaid  law  that  had  not  been  exercised  over  the  prior  1 5 
years.  Massachusetts,  as  one  of  the  few  states  where  hospitals  make  voluntary  contributions  to 
cover  the  cost  of  care  for  poor  people,  was  entitled  to  a  50%  federal  reimbursement  for  such 
costs.  In  all,  the  bill  sent  to  the  federal  government  totaled  a  staggering  $489  million,  enough  in 
conjunction  with  other  savings  of  to  bring  the  budget  within  $21  million  of  balancing,  a  deficit 
small  enough  to  be  absorbed  by  reserve  funds  on  hand. 


""State  Budget-Gap  Estimate  Jumps  Another  S170M,"  Boston  Globe,  April  1 1,  1991 
""Federal  Cash  Keeps  Mass.  in  the  Black",  Boston  Globe,  April  1 1,  1996 
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Despite  the  stroke  of  fortune,  fiscal  recovery  was  far  from  a  reality,  and  few  in  the  State 
House  suggested  otherwise.  The  $21  million  FY91  deficit,  minimal  as  it  was,  eroded  fund 
balances  that  totaled  only  $237  million  despite  a  net  cash  inflow  of  $1.4  billion  from  deficit  bond 
proceeds  issued  during  the  year.  The  budget  buster  accounts  finished  the  year  with  mixed  results. 
Medicaid  and  debt  service  continued  to  grow  uncontrollably,  increasing  by  30%  and  22% 
respectively  over  FY90  levels  and  accounting  for  more  than  one  quarter  of  the  total  budget. 
MBTA  costs  also  followed  in  the  pattern  of  previous  years,  increasing  by  14.6%  to  $406  million. 
Local  aid  and  higher  education  expenditures  decreased  by  11%  and  15%  respectively,  due  mainly 
to  decisions  made  prior  to  Weld's  inauguration.  In  balancing  the  FY91  budget,  Governor  Weld 
was  able  to  assuage  fears  of  insolvency  and  receivership,  but  inroads  towards  resolving  the 
structural  deficit  would  only  be  accomplished  by  wholesale  changes  in  the  role  and  structure  of 
state  government,  something  he  would  address  in  his  proposal  for  FY92. 
The  FY92  Budget:  Limited  Options,  Difficult  Choices 

Even  before  the  Senate  had  considered  his  Fiscal  Recovery  Plan  for  FY91,  Governor  Weld 
had  submitted  his  budget  proposal  for  FY92  to  the  House  Ways  and  Means  Committee.  The 
proposal,  an  extension  of  many  of  the  measures  included  in  the  Fiscal  Recovery  Plan,  placed 
continued  reliance  on  one-time  revenues  and  cost  saving  measures  like  the  sale  of  assets  and 
refinancing  of  debt.  Weld  would  once  again  set  the  boundaries  —  no  additional  taxes  and  no 
additional  debt  —  promising  a  veto  if  a  budget  containing  either  reached  his  desk.  The 
Legislature's  leadership  understood  that  Weld  meant  business,  and  that  public  sentiment  was  on 
his  side. 

The  FY92  budget  proposal  submitted  by  Weld  was  his  administration's  first  full-scale 
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blueprint  for  "entrepreneurial  government",  and  was  fashioned  to  achieve  two  main  objectives:  the 
Commonwealth's  economic  recovery  and  a  fiscally  strong  state  government.19  The  $13.7  billion 
budget  called  for  spending  cuts  of  $1.46  billion  and  non-tax  revenues  of  $422  million  in  order  to 
overcome  the  projected  deficit.  The  major  components  of  Weld's  budget  were: 

-  Reductions  of  $270  million  in  local  aid,  accompanied  by  changes  in  several  laws 
designed  to  eliminate  state  mandates  on  localities  which  would  have  cost  them  $195 
million  over  the  same  period. 

-  Savings  of  $260  million  from  the  refinancing  of  the  Commonwealth's  long-term  debt. 

-  $300  million  in  Medicaid  savings  through  stricter  eligibility  and  expanded  use  of 
recipients'  resources. 

-  $300  million  of  revenues  from  the  sale  of  state  assets  in  conjunction  with  the  $560 
million,  five-year  plan  to  sell  land  and  buildings,  first  announced  in  the  Governor's  FY91 
Fiscal  Recovery  Plan. 

-  Reductions  to  the  appropriation  for  higher  education  of  $90  million,  with  a  tuition 
increase  of  35%. 

-  Savings  of  $15  million  in  the  General  Relief  program  through  limited  stays  and  stricter 
eligibility  requirements. 

-  Savings  of  $66  million  by  increasing  the  share  of  health  benefits  paid  by  state  employees 
from  10%  to  25%. 

One  of  the  most  significant  developments  to  emerge  from  the  entire  budget  approval 
process  for  FY92  was  an  agreement  by  the  Governor  and  House  and  Senate  leaders  to  formulate 
a  consensus  estimate  of  revenues  for  the  coming  year.  In  the  past,  three  estimates  were 
developed,  and  expenditures  were  proposed  based  on  each.  It  was  hoped  that  with  a  single 
starting  point,  some  of  the  haggling  and  delay  of  past  sessions  and  the  inaccuracy  of  some 
estimates  could  be  avoided.  The  new  process  produced  estimated  tax  revenues  of  $8.3  billion, 


"House  No.  1,  The  Governor's  Budget  Recommendation.  Fiscal  Year  1992.  February  27,  1991,  p.  I- 1 
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which  was  generally  agreed  to  be  a  relatively  conservative  figure.  Economic  forecasts  were  still 
bleak,  and  the  preference  was  to  make  all  necessary  spending  cuts  up  front,  rather  than  on  a 
recurring  basis  as  had  been  done  over  the  past  several  years. 

Cooperation  and  expediency  between  the  Governor  and  Legislature,  by  necessity,  had  to 
reach  beyond  the  revenue  estimate,  as  significant  as  that  might  have  been.  In  the  first  of  several 
such  meetings,  Weld  met  House  Speaker  Charles  Flaherty  and  Senate  President  William  Bulger 
on  April  29th.20  All  the  parties  agreed  to  minimize  the  partisan  sniping  that  had  characterized  the 
debate  over  the  FY91  deficit  plan,  and  to  produce  a  balanced  FY92  budget  before  June  30,  the 
end  of  FY91 .  The  infighting  and  lack  of  fiscal  discipline  that  brought  Beacon  Hill  Democrats  to 
this  juncture  were  finally  exacting  their  toll  in  terms  of  cuts  to  the  programs  and  funding  these 
legislators  had  long  favored.  The  only  options  left  on  the  table  after  April  29th  were  spending 
cuts.  Weld  was  willing  to  give  Democrats  some  latitude  with  respect  to  which  programs  would 
be  scaled  back  or  eliminated,  but  cuts  had  to  be  made. 

In  the  end,  the  Legislature  passed  a  $12,994  billion  budget  that  was  in  balance,  on  time 
and  included  no  new  taxes  or  debt.  It  was  the  first  budget  in  eight  years  that  had  been  passed  on 
time,  the  first  time  since  1988  that  new  taxes  were  not  included,  and  the  first  time  in  three  decades 
that  budgeted  expenditures  decreased  from  the  prior  year.21  Weld's  arithmetic  left  legislators  with 
few  options.  Total  expenditures  were  limited  by  the  revenue  estimate  and  Weld's  tax  and  debt 
stance,  while  fixed  costs  for  debt  service,  pensions  and  group  insurance  would  take  1 5%  of 
revenues  out  of  play  before  the  debate  began.  The  only  significant  area  of  disagreement  between 


'"Cooperation  but  No  Promises.  Summit  Held  on  Budget,"  Boston  Globe,  April  30,  1991 
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the  House  and  Senate  was  local  aid,  which  in  the  end  was  reduced  by  $328  million,  although 
Senate  members  had  hoped  for  a  larger  cut  of  $384  million  in  order  to  protect  human  service 
funding.  Funding  for  Medicaid  was  cut  by  $420  million,  based  on  the  administration's  move  to  a 
managed  care  system  that  would  deliver  services  in  a  fashion  similar  to  health  maintenance 
organizations.  Higher  education  again  fell  victim  to  the  budget  knife,  making  a  total  reduction  in 
appropriations  of  more  than  25%  over  the  three  year  period  then  ended.  Funding  for  FY92  was 
reduced  by  $78  million  from  FY91,  and  scholarships  and  loans  were  also  reduced  by  $20  million. 

In  a  move  that  reflected  the  difficult  choices  necessary  in  order  to  rectify  the  structural 
deficit,  years  of  expansion  in  services  to  the  poor,  children  and  mentally  ill  were  reversed  in 
wholesale  fashion  under  the  FY92  plan:22 

-  Elimination  of  approximately  15,000  recipients  from  the  General  Relief  program,  mainly 
individuals  over  40  with  little  work  history,  and  recently  released  convicts. 

-  A  $33  million  reduction  in  the  707  rental-subsidy  program,  which  serves  approximately 
18,000  people. 

-  Reductions  of  $18  million  and  $17  million  in  funding  for  the  Departments  of  Mental 
Retardation  and  Mental  Health  respectively. 

-  An  $18  million  reduction  in  funds  for  day  care  services. 

Just  as  many  independent  analysts  had  predicted,  the  tax  revenue'  estimate  for  FY92 
proved  to  be  overly  pessimistic.  The  budget  for  FY92  was  based  on  tax  collections  7.8%  lower 
than  FY91,  which  in  the  end  turned  out  to  be  5.4%  higher  than  the  estimate.  Spending  for  the 
year  was  held  approximately  even  with  FY91  at  $13.6  billion,  leaving  the  Commonwealth  with 
some  additional  reserves.  In  an  indication  that  budgetary  discipline  and  fiscal  recovery  remained 
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elusive,  lawmakers  relaxed  their  commitment  to  austerity  and  indulged  in  spending  for  FY93  in 
what  seemed  to  be  a  reward  for  the  difficult  decisions  they  were  forced  to  make  in  FY92. 

VI.  The  Road  to  Fiscal  Recovery:  FY93-96 

The  FY93  Bu<teet 

On  January  22,  1992,  Governor  Weld  unveiled  his  FY93  budget  recommendation  entitled 
"Investments  in  Success:  Framework  for  Growth",  a  $14  billion  spending  plan  that  seemed  to 
signal  the  administration's  feeling  that  the  worst  was  over.  Paradoxically,  Weld  was  criticized  by 
some  Democrats  for  offering  a  plan  that  cut  taxes  and  increased  spending  at  a  time  when  fiscal 
stability  was  fragile  at  best.23 

Reflecting  the  call  in  his  State  of  the  State  address  for  the  Commonwealth  to  assume  an 
expanded  role  in  economic  development  by  crafting  a  more  business  and  worker-friendly  tax 
policy,24  Weld  proposed  a  total  of  $192  million  worth  of  tax  cuts  that  included  a  .2%  reduction  in 
the  personal  income  tax  rate  worth  $140  million  and  three  business  tax  credits  worth  $52 
million.25  Overall  the  Governor's  budget  was  based  on  estimated  revenues  of  $13.95  billion,  a 
3.6%  increase  over  FY92  despite  estimated  reductions  in  tax  revenues  of  1%. 

Weld's  estimated  revenue  increases  of  $495  million  would  be  used  to  fund  $4 1 5  million 
worth  of  new  expenditures,  devoted  primarily  to  education  and  human  services.  Weld's  major 
proposals  included: 
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-  For  the  third  consecutive  year,  Weld  included  proceeds  from  the  sale  of  state  assets  in 
his  revenue  estimate.  Sales  were  projected  to  reap  $100  million  in  FY93 

-  An  increase  of  $200  million  in  the  local  aid  apportionment  for  schools  and  level  funding 
of  the  municipal  aid  component.  Weld  also  proposed  comprehensive  reform  of 
education  as  an  integral  part  of  the  funding. 

-  A  $72  million  increase  in  public  safety  spending,  primarily  for  police  and  prisons. 

-  A  $28  million  increase  in  preventative  human  service  programs,  including  health  care  for 
children,  housing  for  the  mentally  ill,  expansion  of  the  WIC  nutrition  program  to  6,800 
families  and  1,700  more  day  care  slots. 

The  budget  busters  had  not  yet  been  contained  and  they  alone  would  add  another  $571 
million  to  expenditures  for  FY93.26  As  such,  Weld  had  proposed  more  spending  cuts  in  order  to 
fund  his  tax  cuts  and  spending  increases.  The  cuts  proposed  were  familiar  administration  targets: 
Group  Insurance  ($71  million),  General  Relief  ($71  million)  and  early  retirement  of  state  workers 
($50  million).  Additionally,  Weld  proposed  that  the  state's  universities  and  colleges  retain  all  of 
their  tuition  revenues  off-budget,  resulting  in  a  $1 10  million  decrease  in  the  budget  appropriation 
for  higher  education. 

Reaction  to  Weld's  proposal  was  negative  among  Democrats  from  both  the  House  and 
Senate.  Drawing  accusations  of  being  a  big  spender  in  the  Dukakis  mold,27  the  Democratic 
backlash  over  Weld's  budget  seemed  less  an  assessment  of  his  fiscal  discipline  than  an  expression 
of  frustration  with  the  degree  to  which  they  had  been  forced  to  go  along  with  the  painful  budget 
decisions  in  FY91  and  FY92.  The  House  responded  to  Weld's  proposal  in  May  by  approving  a 
$14.8  billion  plan  that  was  estimated  to  be  out  of  balance  by  any  where  from  $250  to  $750 
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million.  Despite  Ways  and  Means  Chairman  Finneran's  warnings  that  the  tough  choices  made  for 
FY92  had  to  be  repeated  for  FY93,  House  members  added  numerous  spending  increases  to  his 
budget  recommendation,  forcing  Weld  to  risk  alienation  of  certain  constituencies  by  vetoing  their 
spending  proposals.28 

The  Senate  demonstrated  more  restraint,  reducing  total  spending  during  debate  and 
passing  a  $14.45  billion  plan.  The  major  differences  between  the  House  and  Senate  bills  were 
funding  for  the  707  rental-subsidy  program  which  was  cut  by  the  House,  an  increase  in  funding 
for  higher  education  in  the  House  budget,  a  reduction  in  the  estate  tax  proposed  by  the  Senate, 
and  cuts  to  the  General  Relief  program  in  the  Senate  bill  that  went  beyond  even  those  of 
Governor  Weld.  The  $14.47  billion  version  that  emerged  from  the  legislative  conference  did  not 
include  any  of  Weld's  proposed  tax  cuts,  and  only  a  portion  of  his  increases  for  police  and 
corrections.  The  final  budget  was  signed  by  the  Governor  with  the  exception  of  $4  million  for 
General  Relief,  an  increase  in  the  excise  tax  assessed  on  real  estate  sales,  and  $185  million  of  the 
education  component  of  local  aid  because  the  funding  did  not  include  the  accompanying  reforms. 
All  were  vetoed  by  the  Governor.  In  what  was  seen  as  a  major  victory  for  Democrats,  the 
Legislature  passed  a  bill  overriding  Weld's  veto  of  the  $185  million  funding  for  education  despite 
its  failure  to  enact  any  reform  legislation. 

The  Commonwealth  finished  FY93  with  a  $13  million  surplus.  Tax  receipts  totaled  $9.93 
billion,  a  4.7%  increase  over  FY92,  while  expenditures  grew  by  9.6%  to  $14.7  billion.  The 
absolute  gains  made  in  FY92  were  eroded  somewhat  by  the  House  indulgence  in  spending,  but 
expenditures  continued  to  move  more  into  line  with  revenues  nonetheless.  The  budget  buster 
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accounts  experienced  more  controlled  growth  than  in  the  past,  although  they  still  accounted  for 

70%  of  the  budget.  By  the  end  of  FY93,  it  was  evident  that  Weld's  $560  million,  five-year  plan  to 

generate  revenues  through  the  sale  of  state-owned  land  and  buildings  would  fall  far  short  of  its 

projections,  yielding  only  $32.2  million;  $15.9  million  and  $16.3  million  in  FY92  and  FY93 

respectively. 

The  FY94  Budget 

Governor  Weld's  third  budget  submission,  a  $15  .2  billion  package,  was  the  first  in  eight  years 
that  according  to  the  administration,  was  structurally  balanced,  in  that  current  year  expenditures 
would  be  funded  entirely  from  current  year  recurring  revenues.29  This  balance  was  achieved 
without  including  $361  million  in  local  aid  for  education,  $186  million  as  part  of  the  ongoing 
reform  funding  for  FY93  approved  over  Weld's  veto,  and  $  1 75  million  more  to  fund  education 
reform  legislation  being  considered  separately  at  that  time  by  the  Legislature.  Once  again  Weld 
put  the  Democrats  in  a  box;  if  they  wanted  to  fund  education  reform,  it  would  have  to  be  done  at 
the  expense  of  other  state  programs.  New  taxes  were  not  an  option,  meaning  that  human  services 
would  once  again  be  subjected  to  the  deepest  spending  reductions. 

Weld  indicated  that  his  focus  in  preparing  the  FY94  budget  was  on  fiscal  stability  and 
economic  growth  through  tax  cuts,  privatization  of  state  services  and  preventative  social  policy.30 
His  recommendation  would  have  increased  spending  by  only  1.5%,  leaving  $245  million  in  excess 
reserves.  Major  proposals  for  FY94  included:31 
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-  A  $37.7  million  reduction  in  fees  charged  by  the  Registry  of  Motor  Vehicles. 

-  $100  million  in  new  revenue  from  a  Keno  lottery  game. 

-  Additional  funding  for  higher  education  of  $122.6  million,  including  $41  million  for 
salaries,  $40  million  for  expansion  of  research  and  programs,  and  $20  million  in  tax 
credits  for  tuition  payments. 

-  $5  million  for  AIDS  funding. 

-  $12  million  increased  funding  for  daycare  services. 

In  a  sign  that,  despite  significant  improvements,  structural  balance  was  not  yet  a  reality, 
the  Governor  also  proposed  to  sell  the  state  Transportation  Building  for  $50  million,  and  was 
making  plans  to  use  $70  million  of  cigarette  tax  receipts,  ostensibly  reserved  for  smoking 
prevention  and  cessation  programs,  to  fund  ongoing  public  health  programs. 

Governor  Weld's  FY94  budget  was  not  well  received  by  the  Legislature.  House  Ways  and 
Means  Chairman  Finneran,  as  the  first  to  review  it  declared  that  the  plan  was  $1  billion  out  of 
balance  ~  "fiction  from  cover  to  cover"  —  and  demanded  that  all  of  Weld's  department  heads 
submit  contingency  plans  for  5,  10  and  20  percent  spending  cuts.32  Finneran  assured  cities  and 
towns  that  they  would  receive  the  $  1 86  million  of  school  aid  they  had  been  expecting,  which 
amounted  to  level  funding  from  FY93. 

After  four  days  of  debate,  the  House  passed  a  $15.5  billion  budget  that  did  not  include  the 
$175  million  needed  for  the  yet  to  be  approved  education  reform  bill.  The  House  bill  would  raise 
spending  by  3%  over  FY93  levels.  Finneran  noted  that  House  members  had  shown  exemplary 
discipline  by  adding  only  $50  million  to  his  recommendation.  Members  rejected  a  controversial 
provision  added  by  the  Chairman  to  eliminate  the  renters'  income  tax  deduction,  which  had  been 
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expected  to  yield  as  much  as  $80  million  in  additional  revenues.  The  House  approved  Weld's 
Keno  and  Transportation  Building  revenue  measures  while  trimming  proposed  funding  for  Weld's 
preventative  programs.  Clothing  allowances  for  welfare  children  and  dental  coverage  for 
Medicaid  recipients  were  reduced.  Cities  and  towns  were  helped  by  an  additional  $46  million 
from  lottery  receipts  and  $30  million  in  water  and  sewer  rate  relief,  in  addition  to  changes  in  local 
finance  laws  that  would  pave  the  way  for  higher  property  and  motor  vehicle  excise  taxes. 

On  June  2,  1993,  only  four  days  after  House  approval  of  the  FY94  budget,  the  education 
reform  bill  cleared  the  Legislature.  Designed  to  create  a  foundation  budget  for  public  education 
in  all  cities  and  towns,  the  measure  immediately  added  an  additional  $175  million  to  the  FY94 
budget,  and  more  significantly,  aimed  to  double  school  aid  by  the  year  2000  to  $1.3  billion.  The 
budget  passed  by  the  Senate  included  the  $175  million  for  school  aid,  $34  million  for  water  and 
sewer  rate  relief  and  slight  reductions  to  Weld's  preventative  programs.  The  House  provisions 
changing  local  finance  laws  were  removed,  but  a  provision  was  added  allowing  localities  to 
change  their  treatment  under  Proposition  2Vi  of  reserves  for  abatements.  The  Senate  avoided 
making  cuts  to  fund  education  reform,  instead  relying  on  FY93  surpluses. 

The  budget  approved  in  conference  and  sent  to  Governor  Weld  totaled  $15.5  billion  and 
included  $175  million  for  education  reform,  $30  million  for  water  and  sewer  rate  relief,  the  Senate 
provisions  for  local  finance  abatement  reserves  and  the  $70  million  funding  of  public  health 
programs  with  cigarette  tax  receipts.  Weld,  who  was  vacationing  in  the  Adirondacks  when  the 
budget  was  finally  approved,  indicated  that  the  plan  was  $90  million  out  of  balance  as  it  stood. 
He  threatened  to  veto  $200  million  to  $300  million  in  spending  in  order  to  balance  the  budget  and 
leave  room  for  his  spending  proposals  that  had  been  eliminated.  The  Governor  stood  firmly 
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against  the  changes  in  treatment  of  abatement  reserves,  claiming  that  it  was  in  effect  a  $140 
million  tax  increase.  In  all,  Weld  vetoed  $82.5  million  in  spending  from  a  variety  of  minor 
programs  along  with  the  local  finance  measure. 

The  FY94  budget  was  designed  assuming  growth  in  tax  receipts  of  6. 1%.  For  the  third 
year  in  a  row,  actual  collections  exceeded  projections,  although  only  slightly,  with  actual  growth 
of  6.8%.  At  year  end,  the  FY94  budget  generated  a  surplus  of  $26.8  million.  Total  expenditures 
were  $15.47  billion,  5.3%  over  FY93  levels. 
The  FY95  Budget 

In  January  of  1994,  Governor  Weld  submitted  his  fourth  budget  to  the  House  of 
Representatives,  and  in  doing  so  reaffirmed  his  view  that  the  Commonwealth  was  on  its  way  to 
full  fiscal  recovery.  As  such,  he  offered  aggressive  tax  cut  proposals  in  preparation  for  his  fall 
reelection  bid.  The  budget,  a  $16. 14  billion  package  that  represented  a  2.7%  increase  in  spending 
over  FY94  was  balanced  on  an  estimated  $  1 25  million  in  new  revenues  that  would  come  from 
6,000  slot  machines  and  three  floating  casinos.  The  major  elements  of  the  proposal  were:33 

-  A  $270  million  reduction  in  personal  income  taxes  that  would  include  a  .1%  reduction  in 
the  tax  rate  to  5.85%  worth  an  estimated  $37  per  taxpayer  annually;  increases  in  personal 
and  dependent  exemptions  worth  $1 17  for  a  family  of  four;  and  an  increase  in  the 
threshold  for  no-tax  status  that  would  provide  an  average  of  $105  for  41 1,000  taxpayers 
living  on  the  margin. 

-  Reduction  and  elimination  of  fees  totaling  $10  million,  including  those  for  professional 
registrations,  and  state  parks  and  recreation  facilities. 

-  $214  million  of  additional  funding  for  local  school  aid,  representing  a  full  commitment  to 
the  goals  of  the  prior  year's  education  reform  legislation. 

-  An  additional  $10  million  for  water  and  sewer  rate  relief,  for  total  funding  of  $40  million. 
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-  Major  reforms  to  the  AFDC  program,  that  would  reduce  benefits,  impose  work 
requirements,  and  provide  training  and  day  care  services,  with  a  net  savings  of  $10 
million. 

-  $10  million  of  new  funding  for  a  variety  of  domestic  violence  initiatives  and  programs. 

The  legislative  debate  over  the  FY95  budget  departed  from  those  of  prior  years  in  that  the 
focus  shifted  from  the  question  of  how  the  role  of  state  government  had  to  change  in  order  to 
regain  fiscal  stability,  to  a  question  of  how  that  role  had  to  change  in  order  to  better  address  the 
problems  of  the  Commonwealth.  This  new  focus  was  narrow,  dealing  entirely  with  welfare,  but 
notable  for  a  state  that  had  experienced  such  severe  fiscal  problems  just  three  years  earlier.  The 
dramatic  changes  in  funding  of  public  education  that  took  place  in  FY93  and  FY94  were  early 
indicators  of  this  shift,  although  the  extent  to  which  local  aid  had  suffered  as  a  result  of  the  fiscal 
crisis  ensured  that  it  would  be  near  the  top  of  the  agenda  as  economic  conditions  improved.  The 
debate  over  welfare  that  dominated  the  FY95  budget  process  was  less  about  money  than 
ideology,  with  Governor  Weld  and  Chairman  Finneran  both  in  support  of  reduced  benefits  and 
work  requirements  for  welfare  recipients  on  the  grounds  that  the  current  system  fostered 
dependency  and  counterproductive  incentives.  On  the  other  side  was  Speaker  Charles  Flaherty 
and  other  traditionally  liberal  legislators  who  had  seen  the  preceding  four"  budget  cycles  as 
extensively  damaging  to  the  Commonwealth's  social  safety  net,  and  shied  from  the  thought  of 
reducing  benefits  any  further.  Additional  evidence  of  the  more  ideological  tone  that  characterized 
the  budget  debate  was  inclusion  of  a  death  penalty  amendment  by  Senate  Republicans.  This 
provision  was  removed  in  conference  committee,  but  not  without  rancorous  debate  and  media 
coverage. 
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The  Legislature  finally  approved  a  $16.3  billion  budget  that  was  acceptable  to  Governor 
Weld  with  the  exception  of  what  he  called  massive  loopholes  in  the  stricter  welfare  requirements 
that  undermined  his  notion  of  true  reform.  In  summary,  the  budget  sent  to  Weld  included:34 

-  Changes  in  the  AFDC  program  to  impose  a  family  cap  for  recipients  that  would  bar  them 
from  receiving  added  benefits  for  children  born  while  they  are  on  welfare,  and  time  limits 
that  would  require  able-bodied  recipients  with  school-aged  children  to  work. 

-  Rejection  of  all  of  Weld's  gambling  proposals. 

-  $30  million  in  tax  cuts  from  changes  to  the  no-tax  filing  status,  aimed  at  low-income 
working  families  and  single  parents. 

-  $19  million  of  additional  funding  for  water  and  sewer  rate  relief. 

-  $214  million  of  additional  funding  for  local  school  aid. 

Acting  on  his  reservation  about  the  loopholes  in  the  welfare  reform  legislation,  Weld 
vetoed  the  entire  measure  from  what  was  otherwise  a  substantially  acceptable  budget.  Citing  the 
lack  of  any  work  requirement  for  welfare  recipients,  and  loopholes  in  family  cap  and  teen 
pregnancy  provisions,  Weld  further  threatened  to  pull  the  state  out  of  the  AFDC  program  ~ 
which  is  50%  funded  by  Washington  —  altogether.  The  Governor  authorized  only  eight  months 
of  spending  for  AFDC  in  FY95,  in  effect  setting  a  February  1995  deadline  for  new  welfare  reform 
legislation.  Senate  President  William  Bulger  dismissed  Weld's  position  on  the  welfare  issue  as 
wholly  political,  and  characterized  an  override  of  the  veto  as  imminent.  Acting  on  Bulger's 
assurances,  House  Speaker  Flaherty,  after  a  considerable  lobbying  effort,  lined  up  enough  votes  to 
successfully  override  Weld's  welfare  veto  by  14  votes.  With  an  override  even  more  certain  in  the 
Senate,  and  Weld  consequently  predicting  his  own  defeat,  Senate  leaders  were  astonished  when 
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Sen.  Dianne  Wilkerson  ~  an  urban  liberal  from  Boston  —  voted  to  uphold  Weld's  veto,  thereby 
denying  her  fellow  Democrats  the  two-thirds  majority  necessary  for  the  override.  Wilkerson,  who 
was  supported  by  Democratic  Sen.  Lois  Pines  of  Newton,  thrust  herself  into  direct  negotiations 
with  Weld  over  welfare  for  the  remainder  of  the  year.  The  session  ended  after  the  November 
elections  with  no  action  on  welfare  reform.  On  February  10,  1995,  Weld  signed  comprehensive 
welfare  reform  legislation  that  went  into  effect  for  FY96. 

Tax  revenue  for  FY95  grew  by  5.3%  from  FY94,  and  the  Commonwealth  finished  the 
year  with  $136.7  million  of  surplus,  making  the  first  significant  addition  to  reserves  since  FY92. 
Expenditures  for  FY95  grew  by  4.7%  or  $736  million  over  FY94  to  total  $16.3  billion. 
The  FY96  Budget 

Governor  Weld's  FY96  budget,  the  first  of  his  second  term,  was  largely  a  status-quo  plan 
that  the  Governor  himself  described  as  "boring."35  The  $16.74  billion  package  included  additional 
spending  of  $419  million  —  an  increase  of  only  2.6%  over  FY95  ~  with  increases  focused  mainly 
on  local  aid  and  law  enforcement.  The  major  elements  of  the  FY96  budget  proposed  by  Weld 
were:36 

-  Nine  tax  cuts  worth  $40  million,  including  the  four  changes  in  personal  income  taxes  also 
proposed  in  FY95,  and  five  breaks  designed  to  assist  businesses. 

-  $228  million  of  additional  funding  for  local  schools  in  accordance  with  education  reform. 

-  $51  million  increase  in  the  distribution  of  lottery  profits  to  cities  and  towns. 

-  $42  million  in  added  funds  for  law  enforcement,  public  safety  and  the  courts. 
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-  $15  million  increased  funding  for  human  service  direct  care  workers. 

-  $10  million  increase  in  water  and  sewer  rate  relief  ($50  million  in  total). 

-  $10  million  increase  in  preventative  social  programs. 

-  Most  other  accounts  were  level  funded  or  reduced  slightly  from  FY95  levels. 

The  Governor's  budget  proposal  was  criticized  for  its  thin  margin  of  balance,  particularly 
because  many  economic  experts  were  beginning  to  agree  that  the  economy  was  slowing  down. 
By  the  end  of  March,  even  the  administration  agreed  that  tax  revenue  growth  was  slowing.37  The 
House  unanimously  approved  a  $16.8  billion  budget  that  included  none  of  Weld's  tax  cuts,  nor  his 
proposed  raise  for  human  service  workers.  In  the  Senate,  restoration  of  the  death  penalty  was 
again  amended  in  the  budget  bill  but  the  House  version  was  largely  unchanged  otherwise.  In 
conference,  the  death  penalty  provision  was  removed  and  both  chambers  approved  a  $16.8  billion 
plan  that  included  all  of  the  major  elements  previously  approved,  and  was  characterized  by  issues 
with  implications  that  were  more  significant  from  a  policy  perspective  than  a  fiscal  one,  including 
a  moratorium  on  Keno  licenses,  pay  raises  for  district  attorneys  and  expansion  of  needle  exchange 
programs.  Governor  Weld  signed  the  budget  in  its  entirety  except  for  a  veto  of  $19  million  for 
higher  education,  which  would  be  included  in  legislation  for  faculty  salaries  later  in  the  year,  and  a 
measure  that  provided  pay  raises  for  court  employees. 

Halfway  through  FY96,  as  of  December  31,  1995,  tax  revenues  were  4.7%  higher  than  the 
same  period  in  FY95,  placing  the  Commonwealth  on  track  to  reach  its  3.95%  projection  for  the 
year,  which  takes  into  account  a  $44  million  decrease  in  corporate  excise  taxes  attributable  to  the 
single  sales  factor  tax  cut  signed  by  Weld  in  November  1995  . 38 

""Tax  Cut  Chances  Fade  as  Revenue  Projections  Drop,"  Boston  Globe,  March  31,  1995 
"House  No.  1A,  The  Governor's  Budget  Recommendation.  Fiscal  Year  1997.  January  23,  1996 
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Vn.  The  Structural  Deficit:  A  View  from  FY96 

Of  all  the  accomplishments  of  the  Weld  Administration  cited  by  the  Governor  and  his 
supporters,  from  welfare  reform  to  education  reform  and  stricter  prison  sentences,  it  is  the 
changes  that  have  taken  place  with  respect  to  the  Commonwealth's  fiscal  stability  and  business 
climate  that  seem  to  be  emphasized  more  than  any  of  the  others.  Exactly  how  much  of  the 
improvement  in  the  regional  economy  can  be  attributed  to  state  fiscal  policy  is  debatable,  but  what 
is  fairly  evident  from  a  study  of  the  Commonwealth's  fiscal  position  over  the  last  five  years  is  that 
the  basic  structure  of  the  level  of  services  that  the  state  purchases,  and  how  it  is  financed  have 
changed.  FY89  was  the  point  in  time  when  dramatic  steps  were  needed  to  alter  the  scope  of 
government  operations  in  order  to  better  reflect  the  capacity  to  pay  for  those  operations. 
Governor  Dukakis  and  the  Legislature  were  unable  to  sufficiently  address  those  needs,  and  the 
result  was  fiscal  chaos,  the  effects  of  which  are  only  beginning  to  subside  today.  Since  FY90  the 
problem  of  the  Commonwealth's  structural  deficit  has  decreased  as  commitment  to  the  number 
and  scale  of  programs  enjoyed  during  the  1980's  has  itself  been  reduced,  even  to  the  point  where 
modest  tax  cuts  have  been  incorporated  into  the  fiscal  calculus. 

Spending  for  budgeted  operating  funds  in  Massachusetts  has  increased  by  19%  from  FY91 
to  FY95,  an  average  of  less  than  5%  annually.  The  budget  buster  accounts  have  consistently 
comprised  about  70%  of  spending  since  FY90,  and  although  some  of  these  accounts  have  been 
reduced  ~  dramatically  in  certain  years  ~  others  have  only  been  contained  from  growing  at  the 
double-digit  rates  experienced  earlier  in  the  decade.  Exhibit  1  details  the  patterns  of  spending  in 
these  accounts. 
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Medicaid.  Medicaid  remains  the  largest  single  program  administered  by  the 
Commonwealth,  accounting  for  21%  of  budgeted  operating  funds  in  FY95,  a  level  that  has  been 
maintained  consistently  since  FY91,  although  annual  growth  in  spending  has  been  curtailed 
significantly.  Lower  rates  of  medical  cost  inflation  have  played  a  large  role  in  these  changes,  as 
caseloads  have  increased  and  the  program  has  been  aggressively  managed  under  the  Weld 
administration.  Today  the  Medicaid  program  is  operated  like  a  massive  managed  care  company, 
instead  of  a  more  costly  indemnity  plan.  The  considerable  sway  of  the  program  has  enabled  the 
Commonwealth  to  negotiate  more  favorable  rates  with  hospitals  and  nursing  homes.  Less  reliance 
on  emergency  services  and  specialists,  and  more  widespread  use  of  outpatient  services  and  home 
care  have  brought  the  annual  rate  of  spending  growth  into  the  single  digits. 

Debt  Service.  Costs  related  to  debt  service,  which  grew  at  rates  greater  than  1 5%  in 
FY89,  FY90  and  FY91  have  been  brought  under  control  by  lower  interest  rates  which  resulted  in 
refinancings;  higher  credit  ratings  attributable  to  the  stronger  economy  and  restored  budgetary 
discipline;  and  improved  planning  and  management  of  capital  expenditures.  Debt  service 
comprised  7.6%  of  spending  in  FY95  as  compared  to  5.7%  in  FY90. 

MBTA  and  Regional  Transit  Authorities.  While  mass  transit  costs  have  taken  a  slightly 
larger  portion  of  budgeted  operating  funds  under  Governor  Weld,  over  3%  in  FY95,  management 
of  costs  has  also  reduced  this  burden.  Despite  rising  debt  service  costs,  annual  growth  since 
FY93  has  been  less  than  5%,  compared  with  growth  rates  in  excess  of  10%  prior  to  that. 

Group  Insurance.  After  two  unsuccessful  attempts  by  Governor  Weld  to  include  a  budget 
provision  that  would  shift  more  of  the  cost  of  health  insurance  onto  state  employees,  the  co- 
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payment  was  increased  from  10%  to  15%  as  part  of  the  FY94  budget.  As  with  Medicaid,  the 
Commonwealth  negotiated  more  favorable  coverage  rates  for  its  employees  with  insurers.  Also, 
in  conjunction  with  the  overall  effort  to  reduce  the  size  of  state  government  and  privatize  services, 
the  state  work  force  decreased  by  1 1%  from  January  1991  to  September  1995  . 39  Annual  growth 
of  employee  insurance  costs  has  remained  below  5%  since  FY90,  down  from  rates  over  20%  in 
the  years  prior  to  that. 

Pensions.  Pension  costs  have  proven  more  difficult  to  control,  accounting  for  6%  of 
budgeted  expenditures  in  FY95.  Despite  the  positive  effects  of  a  smaller  state  work  force, 
Massachusetts  continues  to  pay  for  the  massive  unfunded  liability  that  it  began  to  amortize  in 
1988.  As  such,  these  costs  can  be  expected  to  grow  at  rates  approaching  7%  for  years  to  come. 

Local  Aid.  Despite  the  massive  reductions  in  local  aid  during  the  early  years  of  the  Weld 
administration,  this  program  remains  the  second  largest  in  the  budget  after  Medicaid.  This  is  due 
primarily  to  the  education  reform  legislation  passed  in  1993,  and  also  Governor  Weld's  opposition 
to  local  finance  laws  that  would  have  allowed  cities  and  towns  to  increase  property  taxes.  In 
FY95,  local  aid  accounted  for  18%  of  operating  funds,  and  has  grown  at  annual  rates  in  excess  of 
7%  since  FY92. 

Public  Assistance.  As  a  frequent  target  of  Governor  Weld's  criticism  as  failed  policy, 
public  assistance  has  come  under  enormous  budget  pressure  since  FY91 .  Beginning  with  the 
overhaul  of  the  General  Relief  program  in  FY93  and  AFDC  in  FY95,  spending  in  this  category 
remained  nearly  unchanged  from  FY91  to  FY95.  The  portion  of  budgeted  expenditures  devoted 
to  assistance  programs  decreased  from  8%  in  FY91  to  6.8%  in  FY95. 

"Official  Statement:  General  Obligation  Bonds.  Consolidated  Loan  of  1995,  Series  D,  November  1 ,  1 995.  p.  A-37 
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Higher  Education.  With  the  exception  of  the  $123  million  of  increased  funding  in  FY94, 
higher  education  has  borne  the  burden  of  the  fiscal  crisis  as  much  as  any  other  program.  FY94 
excluded,  spending  increased  by  4.6%  or  less  each  year  since  FY91.  Higher  education  currently 
comprises  4.3%  of  total  budgeted  expenditures,  compared  to  5.3%  in  FY90. 

Summary.  Governor  Weld's  vision  of  a  smaller,  less  intrusive  and  more  efficient  state 
government  can  certainly  be  credited  for  improvements  in  the  Commonwealth's  structural  budget 
imbalance  since  1991 .  His  steadfast  opposition  to  new  taxes  and  debt  left  only  reductions  in 
spending  as  a  means  to  fiscal  balance.  In  many  cases,  Weld  was  happy  to  let  legislators  decide 
which  programs  would  be  cut,  and  at  other  times  the  Governor  used  the  opportunity  to  advance 
major  policy  initiatives  like  welfare  reform.  As  the  economy  improved  and  tax  revenues  grew, 
Weld's  insistence  on  tax  cuts  have  kept  spending  in  check.  In  1996,  Massachusetts  state 
government  reflects  in  many  ways  the  vision  that  Weld  promised  in  1 990,  and  although  the 
Commonwealth's  fiscal  health  has  improved,  long-term  stability  has  not  yet  been  achieved. 


Vm.  Massachusetts  Fiscal  Health  Today 

The  ability  to  address  the  most  pressing  problems  of  the  times  is  a  critical  aspect  of  the 
effectiveness  of  any  government.  Fiscal  stability  and  strength  are  essential  prerequisites  to 
government's  ability  to  respond  to  problems  and  deal  with  them  in  an  appropriate  manner.  While 
few  governments  are  flush  with  funds  and  ready  to  tackle  every  complex  matter  that  faces  them, 
certain  measures  can  indicate  whether  a  government  has  the  fiscal  capacity  that  is  needed  at  such 
times.  For  Massachusetts,  fiscal  health  can  be  gauged  by  considering  several  factors:  fiscal 
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strength  as  measured  by  generally  accepted  accounting  principles  (GAAP),  debt  burden, 
budgetary  discipline,  and  tax  revenue  forecasting.40 

Accounting  for  the  Commonwealth's  revenues  and  expenditures,  and  budgetary  decision 
making  is  accomplished  using  the  statutory  basis  of  accounting  which  departs  in  significant  ways 
from  GAAP.  Accounting  under  GAAP  recognizes  the  current  and  future  impact  of  economic 
events  as  they  occur,  as  opposed  to  when  a  particular  financial  transaction  is  completed.  As  such, 
GAAP  presents  a  more  realistic  view  of  the  Commonwealth's  fiscal  health.  Under  GAAP 
accounting,  the  Commonwealth  exhibits  significantly  less  fiscal  stability  and  strength  than  when 
presented  under  the  statutory  basis.  The  Office  of  the  Comptroller  has  identified  five  major  items 
that  account  for  a  majority  of  the  difference  between  statutory  and  GAAP  accounting.  All  five  of 
these  factors  tend  to  understate  the  expenditures  and  liabilities  of  the  Commonwealth  when 
presented  in  accordance  with  the  statutory  method. 

Exhibit  2  illustrates  the  difference  between  the  two  methods  of  accounting.  Fund  balances 
—  essentially  cash  reserves  ~  are  much  lower  under  GAAP.  In  fact,  balances  were  negative  until 
FY95,  the  fifth  year  of  the  Weld  administration.  That  fund  balances  have  at  last  been  replenished 
under  GAAP  is  an  indication  of  the  Commonwealth's  improved  fiscal  health.  In  FY90,  balances 
were  $1.9  billion  in  deficit.  By  FY95  this  deficit  was  erased,  and  the  Commonwealth  had  $287 
million  of  cash  reserves  on  hand.  While  the  Comptroller  presents  the  Commonwealth's  financial 
statements  under  both  conventions,  the  statutory  method  remains  the  official  method,  and  as  such 
tends  to  obscure  the  true  fiscal  position  of  the  state  for  purposes  of  decision  making. 


"Joseph  S.  Slavet  et  al.,  Fiscal  Smell  Tests:  A  Mid-Term  Reality  Check  of  Massachusetts  Finances,  (Boston:  John  W. 
McCormack  Institute  of  Public  Affairs,  1993),  p.  3 
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The  problems  related  to  Massachusetts  public  debt  have  been  outlined  in  conjunction  with 
discussion  of  the  annual  cost  of  servicing  that  debt.  This  burden  will  not  be  alleviated  anytime 
soon,  hampering  the  ability  of  the  Commonwealth  to  address  other  needs  at  a  time  when  the 
demand  for  capital  spending  —  and  thus  more  debt  —  is  on  the  rise.  The  Central  Artery  Project, 
other  infrastructure  needs,  and  environmental  cleanups  have  placed  capital  spending  in  excess  of 
$800  million  annually  for  the  next  five  years,  and  likely  beyond.  As  debt  service  grows,  other 
spending  priorities  will  have  to  be  constrained  in  order  to  maintain  fiscal  stability. 

Perhaps  the  most  significant  budgetary  development  to  take  place  since  Governor  Weld 
took  office  in  1991  is  the  restored  sense  of  budgetary  discipline  that  his  administration  has 
fostered.  From  FY87  to  FY91,  legislators  could  not  bring  themselves  to  eliminate  or  scale  back 
programs,  nor  were  they  willing  to  collect  additional  revenues.  By  forcing  lawmakers  to  make 
extremely  difficult  decisions  in  order  to  balance  the  FY91  and  FY92  budgets,  Weld  was  able  to 
set  the  tone  for  the  succeeding  years,  and  force  the  Legislature  to  decide  which  programs  were 
most  important.  In  turn,  when  Weld  became  anxious  to  lower  taxes  and  in  doing  so  offered  a 
budget  proposal  that  was  in  many  ways  spurious,  as  he  did  in  FY94,  legislators  were  quick  to 
enforce  that  same  budgetary  discipline  on  the  Governor.  The  result  of  this  dynamic  has  been  a 
commitment  to  fiscal  stability  with  a  focus  at  all  times  on  bringing  the  scope  of  state  services  into 
line  with  the  sources  of  revenue  available  to  fund  them. 

The  removal  of  revenue  estimation  from  budget  politics  beginning  in  FY92  was  also 
important  in  the  Commonwealth's  return  to  fiscal  stability.  By  agreeing  on  an  estimate  that  both 
chambers  of  the  Legislature,  and  the  administration  would  use  as  a  basis  for  proposed  spending, 
negotiating  a  balanced  budget  has  become  less  contentious  and  more  commonplace.  Another 
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improvement  in  revenue  forecasting  has  been  comparison  of  government  estimates  with  those  of 
private  economists  who  have  prepared  their  own  forecasts  over  the  last  several  years. 

These  developments  all  suggest  that  the  Commonwealth  has  achieved  a  far  greater  level  of 
fiscal  stability  over  the  past  five  years.  More  work  remains  to  be  done  however,  as  reserves  are 
still  below  ideal  levels  on  a  GAAP  basis  and  the  debt  burden  will  likely  increase.  The 
Commonwealth  is  undoubtedly  better  prepared  to  withstand  an  economic  downturn  today  than  it 
was  in  1987,  however,  more  progress  remains  to  be  made  before  state  government  will  be  in  a 
position  of  fiscal  strength  and  flexibility. 

IX.  Conclusions:  The  Altered  Role  of  State  Government 

Whoever  assumed  the  Governor's  seat  in  Massachusetts  in  1991  would  have  had  much  of 
their  agenda  set  by  the  preceding  administration  and  Legislature  as  William  Weld  did.  Taxes  had 
been  raised,  millions  had  been  borrowed,  and  the  economy  was  weak.  To  raise  taxes  further,  or 
to  go  back  to  Wall  Street  for  more  bonds  as  the  worst  credit  risk  of  the  fifty  states,  without  first 
finding  a  way  to  reduce  expenditures  would  have  been  folly.  Yet,  even  Weld  who  despised  both 
debt  and  taxes  was  poised  to  take  those  steps,  were  it  not  for  the  $489  million  Medicaid 
reimbursement  that  was  discovered  at  the  close  of  FY91,  just  as  all  hope  was  lost.  Weld's 
preference  was  to  hold  taxes  steady  and  balance  the  budget  through  spending  cuts.  This  satisfied 
both  his  need  to  restore  fiscal  stability  and  his  goal  of  a  transformed  state  government.  Five  years 
after  he  began,  significant  gains  have  been  made  in  restoring  fiscal  health.  What  remains  to  be 
seen  is  how  much  better  or  worse  state  government  is  equipped  to  promote  economic 
development  and  deliver  needed  services. 
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In  terms  of  spending  reductions  prompted  solely  by  the  fiscal  crisis  versus  other  policy 
priorities,  local  aid  and  higher  education  were  hardest  hit.  Local  governments,  already  under 
pressure  due  to  the  limitations  of  Proposition  2V£,  were  forced  to  shoulder  some  of  the  difficulties 
the  state  was  experiencing.  Payrolls  and  services  were  cut  and  property  taxes  rose  as  cities  and 
towns  tried  to  cope.  Nearly  $60  million  of  property  taxes  were  raised  as  a  result  of  Proposition 
214  overrides  in  FY91,  as  compared  with  less  than  $10  million  in  FY95.41  The  reductions  to  local 
aid  were  among  the  first  to  be  restored  as  the  fiscal  health  of  the  Commonwealth  improved,  and 
the  education  reform  legislation  passed  in  1993  has  assured  that  the  funding  for  schools  will 
remain  a  priority  for  several  years. 

Higher  education  has  undergone  spending  cuts  more  severe  than  nearly  any  other  state 
program,  and  has  yet  to  recover  despite  a  near  doubling  of  student  charges  and  increases  in  tuition 
as  well.  After  reductions  of  more  than  $200  million,  funding  has  increased  annually  but  remains 
below  the  level  spent  in  FY88.42 

Reduced  spending  for  social  programs  has  had  the  most  dramatic  changes  for  public 
assistance  programs  as  previously  outlined.  Other  social  services  provided  by  the  Commonwealth 
have  changed  quite  noticeably  since  the  fiscal  crisis  as  well.  Reduced  or  level  spending  from  year- 
to-year  has  forced  managers  to  reduce  costs  and  has  precluded  pay  increases  for  direct  care 
workers.  Governor  Weld's  initiatives  to  privatize  state  services  have  been  advanced  as  a  result  of 
the  limited  funding  available.  Food,  housekeeping  and  pharmacy  services  at  state  health  facilities 


4I"Pushing  the  Limit:  Efforts  to  Exceed  Prop  214  Meet  With  Varying  Degrees  of  Success,"  Municipal  Advocate 
(Boston:  Massachusetts  Municipal  Association),  Spring  1996,  p.  31 

"Massachusetts  Taxpayers  Foundation,  State  Budget  '96:  Deja  Vu  All  Over  Again?,  (Boston:  Massachusetts 
Taxpayers  Foundation,  April  1995),  p.  13 
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have  all  been  privatized  to  varying  degrees,  and  have  produced  savings  in  some  cases.  A  number 
of  schools  for  the  mentally  retarded  and  mental  health  institutions  have  been  closed  in  favor  of 
community-based  residential  and  outpatient  treatment  facilities.  Preventative  services,  including 
WIC,  early  intervention  for  developmentally  delayed  and  disabled  children,  teenage  pregnancy  and 
AIDS  prevention  have  experienced  increased  funding  in  light  of  the  emphasis  Governor  Weld  has 
placed  on  them. 

Credit  for  accomplishments  in  government  rarely  accrue  to  a  single  individual  or 
administration,  and  so  it  is  for  Massachusetts  in  the  1990's.  Both  Republicans  and  Democrats  in 
the  Legislature  played  important  roles  in  bringing  about  changes  over  the  past  five  years.  It  was 
Governor  Weld  who  set  the  parameters  for  the  debate  by  vowing  to  veto  any  new  taxes.  The 
necessity  for  retrenchment  in  the  wake  of  fiscal  crisis  made  this  promise  a  reality.  The 
Legislature,  however,  was  nearly  as  successful  in  stopping  many  of  Weld's  tax  cuts,  supporting 
only  the  most  modest  ones  while  maintaining  funding  for  favored  programs  that  the  Governor 
would  have  forced  them  to  otherwise  cut.  The  Legislature  also  resisted  most  of  Weld's  gambling 
revenue  proposals  which  would  have  paid  for  further  tax  cuts  if  the  Governor  had  prevailed.  Tax 
increases  approved  under  Governor  Dukakis  and  an  improved  economy  were  critical  components 
of  the  fiscal  achievements  of  the  Weld  administration. 

With  fiscal  stability  still  precarious,  and  major  spending  programs  that  demand  constant 
innovation  and  management  to  control,  the  achievements  of  Governor  Weld  and  his  successor 
over  the  next  several  years  will  likely  determine  whether  the  period  of  fiscal  recovery  is  more 
notable  as  a  feat  of  fiscal  management  or  an  exercise  in  redefining  the  role  of  state  government  in 
Massachusetts. 
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